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The Planners’ Last Chance 


HE minatory chorus is growing louder. From every side there are 
--warnings that the economic crisis is reaching desperate proportions. 
And from every side there is a demand that the Government should do 
something about it. That the Government are failing to give the country 
any leadership is too obvious to be argued. Nevertheless it is difficult 
not. to have a certain sympathy with Ministers. For while everybody 
is clamouring that they should do something, very few indeed are putting 
forward any very sensible suggestions about what it is they are to do. 
It is understandable that any Cabinet should hesitate. to order a massive 
restriction of imports, knowing that the immediate consequence would 
be unemployment and privation. How many of the critics who are now 
clamouring for action will be outraged by such action when it is taken? 
A mere restriction of imports, they will say, is purely negative; what 
is needed is a consistent policy of bold constructive action by the 
Government. Quite so; but in what exactly would such a policy consist? 
It is here that the critics are strangely silent. 

The truth is that it is not, in general, the Government’s policy that 
is at fault, but the whole community’s. In part, it is wrong to speak 
of “‘fault ” at all, since there is unquestionably a large element of pure 
misfortune in the present plight of Britain, No Government could have 
prevented the disastrous rise in world prices or the disappearance of 
Britain’s overseas assets, and no Government could, in the last two years, 
have done anything effective to offset them. Ministers deserve some 
charity. But not as much as they take. They have a tendency to 
claim that what is within their control has been done well, and that what 
is bad is beyond their control. And there is a further tendency to 
equate what has been done well with what has been done inside this 
country, and to ascribe the impending disaster to the madness and badness 
of the outside world. 

There is no such sharp separation, Some part of the deficit in the 
balance of payments, it is true, is the result of disturbances in the outside 
world over which the British Government have no contrel and which, 
it can reasonably be hoped, will reverse themselves in due course. » With- 
out overloading »this article with statistical argument, the guess can 
be hazarded that about half of the deficit is of this character. It would 
be. foolish to attempt to adjust the whole’ British’ national ‘economy to 
these temporary conditions if any way of avoiding it can be found. But 
the other half of the deficit is of our owrf making. It originates either 
in ihe over-heavy political and military commitments the British people 
have undertaken, or else in the muddled and distorted state of our 
domestic economy. The picture of -a ‘sane, temperate, balanced Britain 
striving to keep its head above water in a mad world is a dangerous 
distortion. The world is economically mad, true enough. But we are 
very nearly as mad as the rest and the sooner we realise it the better. 

* 


The accepted dactrisie which the Government is proclaiming on every 
“hoarding, is that the general output of rhe country is too low and that the 
remedy lies in greater individual effort all round. There are sectors of the 
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national economy where the trouble is manifestly under-pro- 
duction: coal and.textiles are the most important and the most 
obvious examples. It is also true that an atmosphere of slack- 
ness is widespread, But it is certainly not true that the aggre- 
gate output of all goods and services is low. On the contrary, 
it is very high, judged by any of the available tests. The 
estimates of national income, when adjusted by any reasonable 
allowance for the change in prices, show a higher level than 

in 1938. All the familiar indications of general business 
activity give the same result. Steel production, the volume of 
traffic on the railways, the consumption of gas and electricity— 
all of these are above, and some of them well above, their pre- 
war levels. Even the consumption of coal in this country—as 
distinct from its production—is no lower than it was before the 
war. There is really very little room for doubt that the aggre- 
gate output of the British community today is from 10 to 20 
per cent higher in volume than it was in 1938. 

But consider for a moment the burdens that the British com- 
munity is laying upon its productive output. The following is 
not even a complete list of the programmes and policies that 
have been set on foot by the unanimous agreement of the whole 
British people: 

The further increase of a standard of consumption which, 
in the aggregate and on the average, was, in 1946, already as 
high as in 1938. 

In particular, the maintenance of a standard of nutrition 
which—whatever it may be for the average of the whole people— 
is definitely higher than prevailed before the war for fully half 
the peopie. In the face of a world shortage of food, high con- 
sumption is encouraged by subsidies. . 

Creation of a national health service and the extension of 
the national educational system. 

A considerab!e extension of social insurance. 

The creation and full employment of a building industry 
larger than ever before 

Repair of war damage and overtaking of wartime arrears of 
maintenance, 

Re-equipment of several major industries. 

Ar export programme of 17§ per cent of the pre-war volume. 

Servicing of a vast war debt. 

A large colonia] development and welfare programme. 

Maintenance of peace-time armed forces at least twice as 
large as ever before. 

Accepiance of responsibility for a large slice of Germany. 

Is it any wonder that the national output, large though it is, 
is too small for the tasks that have been set it? Is it any 
wonder that, even with the output index at 110 or 120 per 
cent of what it was in 1938, there is universal evidence of 
shortage ? Yet the essential point to remember is that there 
is not a single item in this grievous overload that would have 
been substantially different if Mr Churchill had been in office. 
There is not one that the Conservatives have publicly repudiated. 
The main subject of party controversy, the Government’s 
nationalisation programme, whatever its ultimate effects may be, 
is of sublime irrelevance to the present economic situation. That 
situation is not the Labour Government’s fault ; it is the fault 
of the whole present generation. 

* 

It is not the output of the British economy that is mainly 
wrong but the requirements that are put upon it. It is not the 
supply side of the equation that is at fault, but the demand side. 
It is not greater effort that is chiefly required of the great mass 
of the people, but greater abstinence. 

This is what the economists mean when, with a singular 
unanimity, they ascribe the country’s present economic woes to 
a state of suppressed inflation. The word, it has become 
apparent, is dangerously misleading, for it suggests a purely 
monetary defect, for which there is a purely financial cure. The 
present malady naturally expresses itself in a monetary form ; 
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But ifé basic nature concerns manpower and materials 
money. What is basically wrong with the British econo, 
the moment is that, as a nation, we are trying to Consume mgg 
more than we produce. We do not, of course, succeed in doipg | 
so—except to the extent that we are borrowing from forgig, 
countries or using up our working capital—but, in the efig, 
to do so, untold harm is done. Like a flash of lightning seckin 
to complete its circuit to the earth, the great spending potentig 
forces its way down every channel that is open to it, consuming 
all that stands in its way. Scarce goods and materials are suck 
out of the working capital of industry. Every service i 
that can increase its output with little use of materials is vagth | 
over-expanded, so that labour is drawn into football pools anj 

the like and away from more essential industries. The tr 
unions exploit the shortage of labour to extort more pay for 

work, so that the very fact that the supply of goods is bel 
the demand for them leads to a further restriction of 
The Government—to change the metaphor from fire to 
overdrives its administrative machine in the effort to dam 
flood and prevent it from swamping the supplies of really yiy 

materials such as fuel and dollars. But yet it overflows, | 
this country, as Keynes once pointed out, it is the poor who 
consume the imports, and with the income of the wage-carnen 
higher than it has ever been before, it is quite inevitable tha 
imports, for all the controls, should be higher than they would 
otherwise be. It is also quite inevitable that the lack of ingen 
tives for either employer or wage-earner and the tremendous 
suction applied by the domestic market should make exports, 
for all the controls and for all the patriotic appeals, lower than 


they would otherwise be. It is inflation that makes it impose | 


sible for the miner to spend his wage, and it is inflation tha 
deprives him of all apprehension of any retribution for slack 
ness. It is therefore inflation that is responsible for the shortage 
of coal. 

* 


The first and most vital step in any positive policy to solve 
that half of the problem that is within our control is therefore 
to get the inflationary poison out of the national economic 
system. Once again, the terminology is dangerous, for the 
opposite of inflation is deflation, and that conjures up visions 
of mass unemployment and destitution. Let us therefore rather 
say that the first essential is for the nation to make up its mind 
that it will not try to consume more than it produces—nobody 
is proposing that it should consume any less. Since the nation 
cannot, in fact, consume more than it produces (with the excep. 
tion previously noted), no real sacrifice would be involved. But 
it would certainly seem like a sacrifice, since it would involve 
the abandonment of many universally cherished dreams. I 
is for this reason that Ministers hesitate, and that the Opposi- 
tion’s clamour for a policy is so unfair, for the adjustment 


reality will involve more than the abandonment of a party pro | 


gramme, it will involve a re-shaping of basic assumptions in all 
parties. Yet since there is no dodging reality, it must be faced. 


For a time after the war ended there was some justification for | 


cherishing dreams, since no one could then say what post-waf 
Britain would or would not find possible. But there is no excuse 


any longer. To regain control of our economic destiny we must — 


deal in facts and not in illusions. 


There are two ways in which a policy of economic realism 
could be pursued. Capitalist economics of the orthodox type 


can successfully cope with situations such as this, If all markets 


were free, prices would rise until the excess demand was choked 


off. High interest rates would reduce programmes of capital 


investment to what was indispensably necessary. And the — 


doctrine of balanced budgets with low taxation would limit 


Government expenditure. Thus the three constituents of total 
demand--consumption, capital and government—would all be 
shrunk to fit the available resources. This process has masy 
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obvious and familiar defects. It pays no attention to equity as 
between individuals ; it hurts the poor more than the rich. It 
is socially blind in its incidence. And once it starts it may (but 
does not always) go too far and cure over-consumption by under- 
consumption. But whatever the defects of the “ free ” capitalist 
dis-inflation, it does work. It does produce the necessary result 
of restoring the reign of reality. 

Is there any method by which planning can achieve the same 
result, without the social irresponsibility and the headlong 
momentum of a “ natural” deflation ? If there is, it would be 
greatly preferable. The Economist has long ago committed 
itself to the view that it is hoth desirable and possible to have, 
not indeed a detailed control over all economic processes, but 
a certain measure of purposive direction of the general economic 
climate. It must be confessed, however, that the experience of 
the last two years has considerably dimmed that faith. Here 
was a situation that should have been easy to diagnose, and a set 
of controls already in existence more far-reaching than any 
socialist planner had ever dreamed of. Yet if “ planning ”’ is 
defined not merely as the efforts of the small group of self- 
confessed planners at the centre, but as the net cumulative effect 
upon the economic system of all the actions and policies of the 
state, there can hardly be any room for doubt that it has been 
bad. If ever a community has been more planned against than 
planning, it has been Britain in the last two years, There has 
been quite a singular unwillingness to face facts, to adjust ambi- 
tions to resources, or to reduce the policies of the various 
Government departments to a coherent pattern, There is still 
a chance for the technique of planning to get the country out 
of its mess. But it will require planning of a kind quite different 
from what has been seen hitherto. 

It is not very difficult to sketch the outline of a Plan for 
Realism. It can be set out formally in the following stages— 

First, form a realistic estimate of what the community can 
produce, based not on wishful thinking nor on believing that 
shorter hours produce higher output or that poster campaigns 
will reduce absentecism, or that there will be no strikes, but 
on a hard-boiled and sceptical estimate of what will actually 
be produced. 

Second, deduct from this the resources, calculated in man- 
power and materials, that will be needed for all the Governmental 
activities and programmes with which it is decided to proceed. 

Third, deduct further the resources needed for all the projects 
of capital creation, public and private, that are to be authorised 
—this to include, of course, all building and repair work. 

Fourth, deduct exports and add imports, both calculated 
realistically. 
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Fifth, the resultant will be what is available for the consump- 
tion of the people and steps must be taken—by taxation; by 
wage policy or otherwise-—to see that they do not have for 
spending (after they have done their spontaneous and voluntary 
saving) more than is enough to. buy this remainder... In cutting 
down spending money, the Government can. be as egalitarian 
Or as non-egalitarian as.it wishes. a las 

Sixth, go back to the beginning and drastically reduce Govern- 
ment expenditure and capital programmes in order to make the 
consumable residuunr large enough to prevent riots in the 
streets. 

This, of course, would be a very painful process, For the poli- 
ticians, it would be even more painful than “ natural” defla- 
tioa, since the sacrifice of pleasant dreams that it involves would 
be more conscious and deliberate. But it is the way in which 
the planning philosophy would meet the present situation and 
those who have not the stomach to face it had better seek refuge 
in laisser faire. For if our economic policies are to be deliberate, 
what possible justification can there be for going on pretend- 
ing? There have already been cries of outrage at any sugges- 
tion that the housing programme should be curtailed, But, if 
that is sacrosanct, what else can be jettisoned ? The famous 
“commitments” that cause such heavy Government expendi- 
ture will certainly have to be drastically cut. But even the com- 
plete climination of all Government overseas expenditure 
would not be nearly enough to do the trick. What other 
nominations are there for the elimination stakes ? To look at 
each item in turn and say that it cannot be touched is in fact 
to decide that all of them shall equally fail and, in failing, 
obstruct each other, The most crying need of the nation today 
is not a policy of priorities but a policy of posteriorities. 

This is not a party matter, in the sense that one party is right 
and the other wrong, and there are few, if any, sections of 
the public that can afford to point the finger of scorn. But 
since the Labour Party is in office, it is the fate of the Labour 
Party that is primarily at stake. Ministers and members are 
beginning to realise, as they have often been warned here, that 
a storm is brewing that could blow them out of the pages of 
political history. But something more than the Labour Party 
is at stake: the fate of an experiment to which many people 
who are not Socialists had attached their hopes, the effort to 
assert man’s control of his economic environment. For unless 
the planners make haste to plan for realism, the blind forces of 
economic nature will take over—either because something snaps 
and the people revolt against controls, or through the massive 
growth of black markets, It is the planners’ last chance. 


Battle for Western Germany 


WO conferences are now to consider the future of Germany 

—an Anglo-American conference on coal production in the 
Ruhr opening in Washington next week, and a tripartite con- 
ference between Britain, France and the United States to take 
place at a later date and designed to secure agreement, if possible, 
on the vexed problem of the level of German industry, French 
protests at the fixing of a new level of industry for the Ruhr 
are the cause of this second conference, for it is realised that 
the Marshall Plan can hardly succeed if France disputes the 
place of Germany in it. The Washington Conference, how- 
ever, faces the more immediate problem—the restoration of 
Productivity in the Ruhr. 

The most recent bulletin issued by the British clement in the 
Control Commission paints a dark picture of the British Zone. 
The rise in coal production has come to a standstill at about 
219,000 tons a day, the steel figure is still well below 3,000,000 
tons a year, the food position is no better, the transport system 


is so much worse that without emergency measures more coal 
could not be handled if it were raised, All are agreed—British 
and American alike—that the present stagnation presages a 
winter of collapse, and that under these conditions, far from 
there being a German contribution to a revived Europe, the ruin 
and misery in Germany will continue to drag the Continent 
down. The British Government has therefore agreed to send a 


’ delegation to Washington to discuss the central issue in the Ruhr 


—<coal production—even though the Americans are unwilling 
to consider wider bizonal issues (such as food deliveries) which 
the British not unreasonably believe to be inseparable from the 
problem of coal output. The fact that in recent weeks a series 
of American experts have visited the British Zone and brought 
uniformly critical reports back to Washington has not increased 
British anxiety to be summoned to Washington and put on 
the mat. 

Nor is this the only reason for British hesitation. Criticism of 
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British management—of poor discipline im the pits, of confused 
Snconsiecpadheiaenaaededieotetacndanstenciaatenateninianten: 
hierarchy—is only half the picture. Most of the American 
reports imsist on the positive demand for new incentives to 
production in the Ruhr and new outlay to make them effective. 
For instance, it has already been agreed that some foreign 
exchange earned by coal exports shall be reserved for pur- 
chasing consumer goods for the miners and that the percentage 
shall increase with each rise in exports, that each miner reach- 
ing his production target shall be rewarded with a food parcel 
equal to 40,000 calories, and that all previous incentives in 
food, tobacco and Schnaps shall be fully honoured. For the 
general consumer, Mr Anderson, the American Minister of 
Agriculture. has promised guaranteed imports of 300,000 tons 
of grain a month, and since the aim is to raise the ration to 
2,000 calories a day as soon as possible, the imports figure might 
well increase. Other suggestions include the import of foreign 
coal to provide stockpiles for next winter, an emergency pro- 
gramme for transport, and even the import of some steel. From 
all these proposals, one conclusion is already obvious. They 
must add enormously to the costs of occupation. 


Ar this point, the British Government must ask itself and its 
American colleagues some very searching questions. That a 
severe economic crisis will overtake this country before the year 
is out no one now denies. The first problem today is not 
to incur more commitments, but to reduce those that exist. 
The cost of maintaining the British Zone last year amounted to 
over {118 million, the cost of the Army of Occupation to 
£84 million. The estimate for the current year is not so heavy, 
but military and civil costs together will hardly be less than 
£100 million. But the actual figures in sterling do not reveal 
the full gravity of the situation. A fair percentage of the outlay 
has had to be disbursed in dollars. Food can only be bought in 
hard currency and, under the Anglo-American agreement on 
the fusion of the two Zones, the British undertake to shoulder 
50 per cent of the trading deficit, largely in dollars, and over 
the next three years to provide {125 million in capital invest- 
ment, also partly in dollars. No figures have been published of 
the extent of the drain on Britain’s supplies of dollars, but it is 
known to be large and is likely to be larger in the coming year. 


* 


But how, in fact, can these commitments be reduced ? Already 
voices have been raised in this country suggesting that nothing 
short of a complete British withdrawal from Germany is suffi- 
cient to meet the British crisis. Speaking in Sussex last week- 
end, Mr Douglas Jay, the Labour MP, said, more graphically 
than grammatically : 

We shall have to present America with the dilemma of actually 
pay-ng the costs themselves or [the British], evacuating and leav- 
ing them, or the Russians if you like, to take over the Zone. 

And Mr Jay is not alone. A growing body of opinion sees 
salvation in a ruthless reduction of foreign commitments—amili- 
tary and civil—and Germany, involving great expenditure under 
both heads, inevitably stands high on the list. ' 


Yet a moment’s reflection must show that the international 


repercussions of so desperate an act as a British withdrawal. 


would be quite disastrous. In the United States, a. likely 
reaction would be a decisive strengthening of that body of 
opinion which already regards Europe as a finished continent 


greatly diminished, possible destroyed. A very possible conse- 
quence might be a decision by the American Congress to throw 
in its hand, abandon the American Zone and leave Europe to 
g° to perdition in its own way. And the mere possibility of 





such an outcome would undermine the whole political | 
of Europe. The Germans in the West are already unc 
and perturbed by a (wholly unjustified) fear of an A 
American withdrawal from Berlin. Any hint of the | . 
the Ruhr would create a mood little short of panic frgq 
which only the Communists could profit. Most serious of @ 
the suggestion of a Western withdrawal would lead to a decisip 
reorientation in French policy. In France, fear of 
still dominant. If the possibility arese of the Western 
abandoning their control, the French Goversines, whan | 
political colour, would turn to Russia for re-insurance. ie 
These reasons are obviously weighty enough to lead ay 
responsible Government to reject the policy of wi 
long as there are any possible alternatives. To withdraw would 
be the worst of pis allers, the confession of ultimate 
and defeat. But since bankruptcy is precisely one of they 
bilities staring the British in the face, it must also be a 
sised that the maintenance of the present position is 
impossible. If the choice is forced upon the British of — 
whether to maintain and even increase their present 
ments or to withdraw altogether, they may not in another gx 
months be free to choose. Economic collapse may dictate ther 
decision. This is the dilemma which exists quite apart from a 
questions of British preference or inclination ; and it is th 
dilemma which the Washington Conference on increasing 
German productivity should be compelled to face. bs 
ot 
; 
Any unbiased examination of the dilemma will show, how 
ever, that it is to a large extent unreal. The British and the 
Americans are not compelled to consider only two alternatives— 
total British co-operation or total British withdrawal. To 
argue so would be the equivalent of arguing during the war that 
since Britain and America were involved in the same operation, 
they should contribute precisely equal shares. Then it was 
recognised that each nation should contribute to the extent of 
its power and resources. Today, if the fact is accepted that 
the restoration of Germany in a wider European framework isa 
joint enterprise of importance almost equal to the winning of 
the war, common sense alone dictates that the same effective 
and rational methods of pooling should again be employed. Nor 
is the argument based simply on a wartime analogy. The con 
cept underlying the Marshall Plan is that each nation should 
contribute what it can to the restoration of European prosperity 
and that America should make good the deficit. The Americans 
are insistent—trightly—that the Western Zones of Germany 
should be included in the Plan. But their inclusion involves not 
only the contribution Germany could make to European revival. 
It also involves the question of how much the British and the 
French as occupying Powers and as good Europeans could make 
to the revival of Western Germany without endangering theif 
own recovery. Contributions in dollars would clearly be ruled 
out, but not necessarily in raw materials, in administrative and 
managerial manpower, or in grants made in sterling or frames. 
Once their contribution had been assessed, then would be the 
time to determine what American figure would be necessary 10 
fill in the deficit between the needs of Germany—and its 
Occupying Powers—and the contribution each could make. 
Such an estimate would certainly be larger than the Americal 
contribution made now (on the basis of parity with Britaim), 
but it would be very much smaller than the American expendi 
ture which might follow on a British or French This, 


then, is the only realistic framework for the Three-Power Cot- 
srpnece fn ocgyeany -promens. be DA enaee ae 
way can German problem be genuinely brought into 
orbit of the Marshall Plan. ' 


What in practical terms would such an approach entail? 
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The first point should be a redrafting of the financial commit- 
ments involved in the occupation of Germany. © Hitherto only 
an Anglo-American agreement has existed. It would need to 
be extended to include the French Zone and its basic principle 
would be the lessening of the economic burden on the two 
weaker partners. But obviously such a policy would work more 
efficiently and productively if it were applied, not to three 
separate Zones with three separate administrative structures, 
but to a fused Allied administration controlling a genuinely 
unified Western Germany. Such a fusion demands the most 
diplomatic and delicate handling and inevitably it would take 
time, but the lesson of the war is again that a unified operation 
cannot be accomplished without unified direction, however much 
the local corps commanders maintain their national inde- 
pendence and work on different fronts. The local administration 
in the three Zones could remain British, American and French, 
just as the commands of Montgomery, Bradley and Koenig 
were geographically and nationally separate even at the height 
of the Battle of Western Europe. But the prime necessity is to 
render this local diversity eftective by superimposing on it unity 
of command—in other words, by building up in Germany for 
the “ Operation Marshall” a new inter-Allied command on the 
lines of Shaef. The possibility that General Clay’s authority 
will now be diminished brings nearer the possibility of smooth 
and easy Anglo-American relations, but the resulting improve- 
ment would be only a preliminary. To give the necessary 
leadership and to convince Europe of the scale and gravity of 
the Allied purpose, nothing would be more effective than to 
bring back General Eisenhower, in his new civilian status, to 
head a new civilian administration. 


18f 

Within a framework of genuine Allied the three 
problems which have so far eluded all: solution—the level .of 
German industry, the scale of assistance necessary to reach the 
new level and the administration, German or otherwise, to run 
it—could be discussed in an entirely new atmosphere: The 
administrative solution most earnestly canvassed in America to- 
day—the establishment of a Ruhr Authority under international 
management— is a possible line of approach and the building up 
of a civilian Shaef would be a useful preliminary. The scale of 
assistance needed is no problem, once the United States accepts 
primary responsibility for financing it, and the remaining 
problem—meeting France’s fears in the matter of increasing 
German industrial capacity—can at the very least be deferred, 
since, as Frenchmen such as M. Francois Poncet and 
M. Reynaud are beginning to point out, even the Potsdam level 
of industry for Germany cannot be achieved for some time to 
come. Meanwhile, it should not be impossible to give France 
a pledge that under the Marshall Plan, French revival shali 
enjoy priority over that of Germany. 

The problem of the Ruhr, like so many Allied problems, ‘has 
reached deadlock because within the present framework of dis- 
cussion no solution is either economically practicable or politi- 
cally possible. The situation resembles the terrible wasting 
stalemate of the ‘winter of 1940. But the creation of ‘a new 
framework—in that case Lend-Lease, in this case the Marshall 
Plan—can, if it is adopted, resolve the lesser problems ‘in the 
wider approach. The moment for such an initiative has come 
at the twelfth hour, it is true, yet victory or defeat in the new 
Battle for Europe depends upon the courage and vision with 
which this last opportunity is seized, 


The Ownership of the Press 


EWSPAPER proprietors and editors share with Cabinet 
Ministers and civil servants one secret dread: that they 
should one day be asked seriously and publicly to explain “ how 
policy is made.” Policy is in fact generally “ made” by methods 
so normally human, so consciously easy-going, that to reveal 
them would raise a great shout of relief and laughter from 
readers and voters. This is said, not to cast doubt on the high 
seriousness and care which are often devoted to statesmanship 
and editorship, but to throw light on the fact that it is the excep- 
tion rather than the rule for men in either calling to pursue a 
long-planned, far-seeing course, of which the strategy is fixed 
and only the tactics need from time to time be debated. There 
is nothing so Machiavellian about editorial conferences. Whims, 
fads, eccentricities, bursts of anger or fits of aspiration, personal 
prejudices and traditional affections may all go to the making of 
a considered editorial decision ; their influence may be conscious 
or unconscious, blatant or barely visible: The belief in 
“ success ” which so subtly inspires the Daily Express is no more 
a policy in the ordinary sense of the word than is the clever 
opportunism which makes the Daily Mirror march “ forward 
with the people ”——or with two or three million of them. 
These things would be scarcely worth saying had they not 
been lost sight of in the agitation against alleged sinister 
influences in the press, which led to the appointment of the 
Royal Commission now sitting. The confused ideas and charges 
then engendered have begun to proliferate. Proprietors and 
editors have now on their desks a request from the Royal Com- 
mission to answer 32 questions.’ They tempt one, both by their 
frankness and by their naivety, to the writing of 32 leading 
articles. Some of the answers—if honestly given—will be 
unpublishable ; for who could expect the much-abused “ press 
” to reply to this question : 
Should a paper be a mouthpiece of a particular set of opinions 


or should it present several points of view on a given topic? 

Which policy do you adopt? 

And how is an editor of a popular, “live” daily to reply to 
this one? 

How far are inaccuracy and distortion due to deliberate 
sensationalism either in the choice or in the presentation of 
material? Is sensationalism increasing? Can it be checked? 

What—it may be asked—have these questions to do with the 
main avowed object of the Royal Commission, which is to 

“inquire into the control, management and ownership of the 

newspaper and periodical press and the news agencies, including 

the financial structure and the monopolistic tendencies in 
control ”? 
Clearly they have nothing to do with it, unless it is assumed 
from the first that the freedom and accuracy of the press are 
mainly endangered by the manner in which the. industry is 
organised. 

It was argued in a previous. article that much. that is com- 
plained of in the daily newspapers arises from. bad traditions, 
inadequate education and false values among journalists, that 
the remedy lies largely in their hands, and that it is grossly un- 
fair to assume that the only culprits are the proprietors or the 
shareholders. It is not even easy to establish a good prima facie 
case against them. The National Union of Journalists has tried 
to do so in the written evidence it has prepared for the Royal 
Commission. It set out to show that the control of the press 
is passing “to half a dozen financially powerful men”; shat the 
public’s choice of newspapers—especially in the provinces—is 
being restricted by the activities of the chains; that the status 
of editors under these proprietors is declining ; that directives 
and “ black lists” are circulated to newspapers by the head 
offices of chains ; that the “ press. lords.” do not give a left- 
wing government a fair deal. The last thesis is not stated in 
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British management—of poor discipline in the pits, of confused 
lines of authority and lack of clear decisions in the administrative 
hierarchy—is only half the picture. Most of the American 
reports insist on the positive demand for new incentives to 
production in the Ruhr and new outlay to make them effective. 
For instance, it has already been agreed that some foreign 
exchange earned by coal exports shall be reserved for pur- 
chasing consumer goods for the miners and that the percentage 
shall increase with each rise in exports, that each miner reach- 
ing his production target shall be rewarded with a food parcel 
equal to 40,000 calories, and that all previous incentives in 
food, tobacco and Schnaps shall be fully honoured. For the 
general consumer, Mr Anderson, the American Minister of 
Agriculture, has promised guaranteed imports of 300,000 tons 
of grain a month, and since the aim is to raise the ration to 
2,000 calories a day as soon as possible, the imports figure might 
well increase. Other suggestions include the import of foreign 
coal to provide stockpiles for next winter, an emergency pro- 
gramme for transport, and even the import of some steel. From 
all these proposals, one conclusion is already obvious. They 
must add enormously to the costs of occupation. 


At this point, the British Government must ask itself and its 
American colleagues some very searching questions. That a 
severe economic crisis will overtake this country before the year 
is out no one now denies. The first problem today is not 
to incur more commitments, but to reduce those that exist. 
The cost of maintaining the British Zone last year amounted to 
over {118 million, the cost. of the Army of Occupation to 
£84 million. The estimate for the current year is not so heavy, 
but military and civil costs together will hardly be less than 
£100 million. But the actual figures in sterling do not reveal 
the full gravity of the situation, A fair percentage of the outlay 
has had to be disbursed in dollars. Food can only be bought in 
hard currency and, under the Anglo-American agreement on 
the fusion of the two Zones, the British undertake to shoulder 
50 per cent of the trading deficit, largely in dollars, and over 
the next three years to provide {£125 million in capital invest- 
ment, also partly in dollars. No figures have been published of 
the extent of the drain on Britain’s supplies of dollars, but it is 
known to be large and is likely to be larger in the coming year. 


* 


But how, in fact, can these commitments be reduced ? Already 
voices have been raised in this country suggesting that nothing 
short of a complete British withdrawal from Germany is suffi- 
cient to meet the British crisis. Speaking in Sussex last week- 
end, Mr Douglas Jay, the Labour MP, said, more graphically 
than grammatically : 

We shall have to present America with the dilemma of actually 
pay.ng the costs themselves or [the British], evacuating and leav- 
img them, or the Russians if you like, to take over the Zone. 

And Mr Jay is not alone. A growing body of opinion sees 
salvation in a ruthless reduction of foreign commitments—mili- 
tary and civil—and Germany; involving great expenditure under 
both heads, inevitably stands high on the list. 


Yet a moment’s reflection must show that the international 


repercussions of so desperate an act as a British withdrawal. 


would be quite disastrous. In the United States, a. likely 
reaction would be a decisive strengthening of that body of 
opinion which already regards Europe as a finished continent 
and further American aid as good money thrown after bad. The 
chance of piloting a Marshall Pian through Congress would be 
greatly diminished, possible destroyed. A very possible conse- 
quence might be a decision by the American Congress to throw 
in its hand, abandon the American Zone and leave Europe to 
go to perdition in its own way. And the mere possibility of 


such an outcome would undermine the whole political balances : 


of Europe. The Germans in the West are 

and perturbed by a (wholly unjustified) fear of an 
American withdrawal from Berlin. Any hint of the Britigh 
leaving the Ruhr would create a mood little short of panic from 
which only the Communists could profit. Most serious of all 
the suggestion of a Western withdrawal would lead to a decisive 


reorientation in French policy. In France, fear of Germany jg | 


still dominant. If the possibility arose of the Western Power 
abandoning their control, the French Government, whatever its 
political colour, would turn to Russia for re-insurance. 4 
These reasons are obviously weighty enough to lead any 
responsible Government to reject the policy of withdrawals 
long as there are any possible alternatives. To withdraw woul 
be the worst of pis allers, the confession of ultimate b: 
and defeat. But since bankruptcy is precisely one of the posgi- 
bilities staring the British in the face, it must also be empha- 
sised that the maintenance of the present position is equally 
impossible. If the choice is forced upon the British of deciding 
whether to maintain and even increase their présent commit 
ments or to withdraw altogether, they may not in another'six 
months be free to choose. Economic collapse may dictate their 
decision. This is the dilemma which exists quite apart froma 
questions of British preference or inclination ; and it is this 
dilemma which the Washington Conference on increasing 
German productivity should be compelled to face. “= 


* 


Any unbiased examination of the dilemma will show, how- 
ever, that it is to a large extent unreal. The British and the 
Americans are not compelled to consider only two alternatives— 
total British co-operation or total British withdrawal. To 
argue so would be the equivalent of arguing during the war that 
since Britain and America were involved in the same operation, 
they should contribute precisely equal shares. Then it was 
recognised that each nation should contribute to the extent of 
its power and resources. Today, if the fact is accepted that 
the restoration of Germany in a wider European framework is a 
joint enterprise of importance almost equal to the winning of 
the war, common sense alone dictates that the same effective 
and rational methods of pooling should again be employed. Nor 
is the argument based simply on a wartime analogy. The con- 
cept underlying the Marshall Plan is that each nation should 
contribute what it can to the restoration of European prosperity 
and that America should make good the deficit. The Americans 
are insistent—rightly—that the Western Zones of Germany 
should be included in the Plan. But their inclusion involves not 
only the contribution Germany could make to European revival. 
It also involves the question of how much the British and the 
French as occupying Powers and as good Europeans could make 
to the revival of Western Germany without endangering their 
own recovery, Contributions in dollars would clearly be ruled 
out, but not necessarily in raw materials, in administrative and 
managerial manpower, or in grants made in sterling or francs. 
Once their contribution had been assessed, then would be the 
time to determine what American figure would be necessary 10 
fill in the deficit between the needs of Germany—and its 
Occupying. Powers—and the contribution each could make. 
Such an estimate would certainly be larger than the American 
contribution made now (on the basis of parity with Britain), 
but it would be very much smaller than the American expendi- 
ture which might follow on a British or French collapse. This, 
then, is the only realistic framework for the Three-Power Con- 
ference on Socpmany proms. by Mr. Maraboll Segal? 
way can serman problem, be genuinely brought into 
orbit of the Marshall Plan. ee : 

What in practical terms would such an approach entail ? 
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The first point should be a redrafting of the financial commit- 
ments involved in the occupation of Germany. Hitherto only 
an Anglo-American agreement has existed. It would need to 
be extended to include the French Zone and its. basic principle 
would be the lessening of the economic burden on the two 
weaker partners. But obviously such a policy would work more 
efficiently and productively if it were applied, not to three 
separate Zones with three separate administrative structures, 
but to a fused Allied administration controlling « genuinely 
unified Western Germany. Such a fusion demands the most 
diplomatic and delicate handling and inevitably it would take 
time, but the lesson of the war is again that a unified operation 
cannot be accomplished without unified direction, however much 
the local corps commanders maintain their national inde- 
pendence and work on different fronts. The local administration 
in the three Zones cou’! remain British, American and French, 
just as the commands of Montgomery, Bradley and Koenig 
were geographically and nationally separate even at the height 
of the Battle of Western Europe. But the prime necessity is to 
render this local diversity eftective by superimposing on it unity 
of command—in other words, by building up in Germany for 
the “ Operation Marshall” a new inter-Allied command on the 
lines of Shaef. The possibility that General Clay’s authority 
will now be diminished brings nearer the possibility of smooth 
and easy Anglo-American relations, but the resulting improve- 
ment would be only a preliminary. To give the necessary 
leadership and to convince Europe of the scale and gravity of 
the Allied purpose, nothing would be more effective than to 
bring back General Eisenhower, in his new civilian status, to 
head a new civilian administration. 
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Within a framework of genuine Allied co-operation, the three 
problems which have so far eluded all solution—the level .of 
German industry, the scale of assistance necessary to: reach the 
new level and the administration, German or otherwise, to rup 
it—could be discussed in an entirely new atmosphere. The 
administrative solution most earnestly canvassed in America to- 
day—the establishment of a Ruhr Authority under international 
management—is a possible line of approach and the building up 
of a civilian Shaef would be a useful preliminary. The scale of 
assistance needed is no problem, once the United States accepts 
primary responsibility for financing it, and the remaining 
problem—meeting France’s fears in the matter of increasing 
German industrial capacity—can at the very least be deferred, 
since, as Frenchmen such as M. Francois Poncet and 
M. Reynaud are beginning to point out, even the Potsdam level 
of industry for Germany cannot be achieved for some time to 
come. Meanwhile, it should not be impossible to give France 
a pledge that under the Marshall Plan, French revival shall 
enjoy priority over that of Germany. 

The problem of the Ruhr, like so many Allied problems, has 
reached deadlock because within the present framework of dis- 
cussion no solution is either economically practicable or ‘politi- 
cally possible. The situation resembles the terrible wasting 
stalemate of the ‘winter of 1940. But the creation of ‘a new 
framework—in that case Lend-Lease, in this case the Marshall 
Plan—can, if it is adopted, resolve the lesser problems in the 
wider approach. The moment for such an initiative has come 
at the twelfth hour, it is true, yet victory or defeat in the new 
Battle for Europe depends upon the courage and vision with 
which this last opportunity is seized. 


The Ownership of the Press 


EWSPAPER proprietors and editors share with Cabinet 
N Ministers and civil servants one secret dread: that they 
should one day be asked seriously and publicly to explain “ how 
policy is made.” Policy is in fact generally “ made” by methods 
so normally human, so consciously easy-going, that to reveal 
them would raise a great shout of relief and laughter from 
readers and voters. This is said, not to cast doubt on the high 
seriousness and care which are often devoted to statesmanship 
and editorship, but to throw light on the fact that it is the excep- 
tion rather than the rule for men in either calling to pursue a 
long-planned, far-seeing course, of which the strategy is fixed 
and only the tactics need from time to time be debated. There 
isnothing so Machiavellian about editorial conferences. Whims, 
fads, eccentricities, bursts of anger or fits of aspiration, personal 
prejudices and traditional affections may all go to the making of 
a considered editorial decision ; their influence may be conscious 
or unconscious, blatant or barely visible. The belief in 
“ success ” which so subtly inspires the Daily Express is no more 
a policy in the ordinary sense of the word than is the clever 
opportunism which makes the Daily Mirror march “ forward 
with the people ”——or with two or three million of them. 

These things would be scarcely worth saying had they not 
been lost sight of in the agitation against alleged sinister 
influences in the press, which led to the appointment of the 
Royal Commission now sitting. The confused ideas and charges 
then engendered have begun to proliferate. Proprietors and 
editors have now on their desks a request from the Royal Com- 
Mission to answer 32 questions.’ They tempt one, both by their 

s and by their naivety, to the writing of 32 leading 
articles. Scme of the answers—if honestly given—will be 
unpublishable ; for who could expect the much-abused “ press 
lords ” to reply to this question: 

Should a paper be a mouthpiece of a particular set of opinions 


or should it present several points of view on a given topic? 

Which policy do you adopt? 

And how is an editor of a popular, “live” daily to reply to 
this one? 

How far are imaccuracy and distortion due to deliberate 
sensationalism either in the choice or im the presentation of 
material? Is sensationalism increasing? Can it be checked? 

What—it may be asked—have these questions to do with the 
main avowed object of the Royal Commission, which is to 

“inquire into the control, management and ownership of the 

newspaper and periodical press and the news agencies, including 

the financial structure and the monopolistic tendencies. in 
control ”? 
Clearly they have nothing to do with it, unless it is assumed 
from the first that the freedom and accuracy of the press are 
mainly endangered by the manner in which the industry is 
organised. ; 

It was argued in a previous article that much that is com- 
plained of in the daily newspapers arises. from bad traditions, 
inadequate education and false values among journalists, that 
the remedy lies largely in their hands, and that it is grossly un- 
fair to assume that the only culprits are the proprietors or the 
shareholders. It is not even easy to establish a good prima facte 
case against them. The National Union of Journalists has tried 
to do so in the written evidence it has prepared for the Royal 
Commission. It set out to show that the control of the press 
is passing “to half a dozen financially powerful men ”; that the 
public’s choice of newspapers—especially in the provinces—is 
being restricted by the activities of the chains; that the status 
of editors under these proprietors is declining ; that directives 
and “ black lists” are circulated to newspapers by the head 
offices of chains ; that the “press lords” do not give a left- 
wing government a fair deal. The last thesis is not stated in 








182 


so many words ; but it is clearly implied by the tone in which 
the treatment of the fuel crisis and bread rationing by right- 
wing dailies is denounced. 

The political grievance can be quickly disposed of. It is 
evident that until some six months ago the national dailies were 
almost exactly divided in their support for or opposition to the 
present Government ; The Times, Manchester Guardian, News 
Chronicle, Daily Herald, Daily Mirror, Star and Daily Worker 
would usually give its case fair, or more than fair, treatment. 
And for influence on really effective public opinion, this group 
must be rated higher than the opposition group of the Daily 
Telegraph, Daily Express, Daily Mail, Daily Graphic, Evening 
Standard and Evening News. it is surely obvious that any 
attempt to set a pro-Government group of responsibly con- 
ducted, independent, fair and sober newspapers against another 
group of arbitrarily managed, dependent, unfair and seasational 
newspapers leads straight to confusion and dishonesty. 

The other charges that are brought against the present owner- 
ship and organisation of the press boil down to a large number 
of variations on the three salient themes of “ commercialism,” 
“ monopoly ” and “ private ownership.” These charges criss- 
cross each other in a most confusing way ; but essentially they 
are three separate issues, which can be considered separately. 

It is quite true that a modern newspaper is a large-scale 
business. It has to be. In no other industry has the success of 
trade unionism in forcing up scales of pay and costs of output— 
whether in the editorial department or in the printing works— 
been nearly as spectacular as it has been in the newspaper busi- 
ness. It is now a very costly business to produce a newspaper, 
and if it is not to be done at a loss, it must be done on a large 
scale. This is the basic reason for “commercialism,” fer the 
close attention that proprietors are compelled to pay to their 
profit-and-loss accounts, to their advertisement revenues and to 
their circulations. Moreover, “ commercialism” is not all loss. 
Before the critics condemn it out of hand, they would do well 
to study the history of The Times and learn how that newspaper 
gained its prestige and pre-eminence by a shrewd and lively 
commercial sense exercised by educated gentlemen. As in any 
other trade, the better paper is usually the more successful, and 
the richer paper can certainly be the better paper. Com- 
mercialism, it is true, has its dangers, such as the alleged 
influencing of editorial policy by advertisers ; but the way to 
counter them is by the creation of standards of professional 
conduct, not by denouncing the proprietors for being successful 
businessmen. Given equal purity of intentions, a rich and 
successful paper will serve the public better than one that can 
never afford to buy the best—and much better than one that 
goes bankrupt. It is the purity of the intentions, not the degree 
of commercial acumen, that is the test. 

The modern necessity for operating on a large scale to cover 
costs is also the basic cause of the decline in the number of 
independent local newspapers. Successful trade unionism, here 
as elsewhere, has bred monopoly. To the extent that the news- 
paper “chain” is a co-operative enterprise (as some of them 
are), it is an attempt to combine local independence with the 
economies of large-scale operation, and as such surely praise- 
worthy. The tightest monopolies of all, the Press Association 
and Reuters, are rarely attacked—at least on this ground. A 
chain can obviously afford to hire much more, and much better, 
journalistic talent than a struggling independent paper. Even 
the much-derided syndicated leading article may be a much 
better leading article than any of the papers in which it appears 
could produce for itself. Nine times out of ten, the objection 
to the “ synthetic unanimity ” of the Kemsley Press is not to the 
fact that all these papers speak with one voice but to the fact 
that it is Lord Kemsley’s voice with which they speak. Once 
again, the question comes down to the motives and the re- 
sponsibility of the controlling individuals. 

This third issue, that of the individual private ownership of 
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newspapers, is the crux of the whole matter. There is undoube 
edly something very dangerous about putting so much pow 


into one pair of hands unless it is accompanied by a high senge 


of responsibility. Examples can be quoted of proprictorial edicts, 
some of them sinister, some of them merely comic, such as the 
refusal, as alleged by the NUJ, of the Thomson Press of Dundeg 
to have any mention of Mr Churchill's name in their papers 


all through the war. But, once again, a distinction must be 


drawn: it is not the fact that one man is in @ position to isgug 
such instructions that is dangerous, but the fact that some men; 
placed in such a position, issue the wrong orders. It is inthe 
nature of a newspaper that there must be a strong concentration 
of authority, as in any other enterprise where far-reaching 
decisions have to be taken at a moment’s notice. It is no more 
possible to run a newspaper than to run a ship by committee 
government, or a system of checks and balances. Indeed, many 
of the proposals for reform are designed to protect the authority 
of a single man, the editor. Yet if there are reasons for believing 
that all editors can be safely entrusted with absolute authority, 
while no proprietor can, they at least do not leap to the eye, 
May not the thirst for personal power be just as corrupting as 
greed for gain? Moreover, in a modern newspaper, the editor; 
if he is a good editor, cannot oversee the whole enterprise, and 
the authoritative individual whose integrity needs protecting is 
the active head of the whole concern rather than the head of 
the editorial department. 

It would therefore seem to be a mistake to try to prevent the 
concentration of authority in newspaper offices or to swallow 
without examination the complaints of journalists as a class 
against proprietors as a class. But there is one point of substance 
vo which the reformer may cling. Whoever the man 1n authority 
in a newspaper office may be, he should rot nominate himself, 
nor should he be appointed by some other self-nominated indi- 
vidual, Editors, after all, have to prove themselves beforc they 
are appointed ; proprietors appoint themselves, either by in- 
heriting wealth or by making it. The community surely has a 
right to insist that there shall be some conscious and deliberate 
act of selection, cither by a disinterested panel or by body 
of persons numerous enough to reflect variety of judgment— 
that is, either by a judge or by a jury—before any one man is 
put in a position of authority, either as editor or as proprietor, 
in a newspaper office. 

One attempt to secure this object is represented by the new 
French Press Law, which prescribes a minimum number of 
shareholders for every newspaper company, and though such a 
provision is easy to evade, there might be ways of tightening it 
up. _— line of aoe that has become familiar ia this 
country 1s the creation of an impartial trust to pass upon appoint- 
ments or changes in ownership, or both. It would . ‘ll boom 
The Economist to argue against the trust idea. But it does have 
two defects as a prescription for universal application. The first 
is that it can hardly be applied until after a paper is successfully 
established ; to insist on trusts for all papers would be to in- 
crease the difficulties, already great, in the way of any new 
venture. The second is that, if trusts were prescribed by law, 
the community would at once have to face the dilemma of ¢ither 
accepting as trustees whomever was nominated by the existing 
proprietors or else of imposing a right of review by some public 
body, which would involve what the NUJ calls “the shadow 
of Government control.” 

This, it may be suggested, is the basic issue that confronts 
the Royal Commission. How can the choice of the men 10 
exercise authority in the press be a free choice, and yet a wise 
choice ? Ir is.a special facet of the age-old problem of how met 
can be made good by Act of Parliament. Nothing that has been 
said in this article should be taken as detracting from the crucial 
importance of the problem, when fully analysed and properly 
defined. But the Royal Commissioners will have to be very 
clever men and women if they can solve it. 
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The Indian Princes 


HE contemporary political map of India has the same 

remarkable patchwork quality which is characteristic of 
eighteenth-century Germany or Italy in historical. atlases of 
Europe. Interspersed among the provinces of British India are 
numerous areas of varying shapes and sizes, corresponding to 
the lesser entities of the old European order from Bavaria or 
Tuscany to the petty jurisdictions of the Knights of the Empire. 
In Europe, the great majority of these feudal units have long 
disappeared—though one or two of them, such as Monaco and 
Liechtenstein, have managed to survive successfully as indepen- 
dent states—and the problems involved in the unification of 
Germany and Italy seem to this generation rather remote. 
Indeed, during the last few years, many people in this country 
were inclined to think how much better it would have been 
if they had never been unified at all. But it is generally 
admitted that, where a sense of nationality really exists, the 
process of unification at the expense of former feudal Kleim- 
staterei is an irresistible one and that rights of ruling dynasties, 
which do not correspond to popular national sentiments, have 
to be set aside in the making of national states. 

In India, the “ Indian States” (or “ Native States,” as they 
used to be called) are scattered over the country from Kashmir, 
which reaches to the Pamirs in the extreme north, to Travancore, 
which includes Cape Comorin in the extreme south. The 
Indian States comprise nearly half of the total area of India 
and nearly a quarter of the population. They are simply all 
of India which was neither annexed by the British crown 
to form “ British India,” nor left as wholly independent States 
as Nepal and Bhutan were. At a certain stage in the expansiun 
of the East India Company’s power in India, the idea of “ para- 
mountcy * emerged as descriptive of the relation which should 
exist between the Company and other ruling powers, great and 
small, within the geographical confines of India, in order to 
produce an orderly system. After a period when the greater 
part of India had been under the effective rule of the Mogul 
emperors in Delhi, a time of extreme disintegration had 
ensued. The new independent rulers were sometimes heirs of 
old dynasties which had accepted subordination to the Moguls, 
sometimes viceroys and governors appointed by the Moguls, 
who set up as local monarchs on their own, sometimes adven- 
turers who carved out realms for themselves by the sword. 
The boundaries of these succession states were constantly 
changing in accordance with their mutual wars, and some did 
not even claim fixed boundaries, but consisted merely of a group 
of forts from which plundering raids were made on neighbouring 
territories. In all this confusion the British Governors-General 


had to devise some method of dealing with Indian rulers. whose 
territories the Company did not want to annex. Thus developed 
the system of “dependent states,” which remained apart from 
“British India,” but under a firm British supervision. Some of the 
rulers gained their position as allies of the British in wars 
against their neighbours ; others, having fought against the 
British and been defeated, were allowed to retain reduced 
territories on condition of accepting the control imposed on 
them. Few can be said to have survived by their own strength ; 
many had to be bolstered up by British power to prevent their 
violent absorption by more powerful rivals, and some were 
specially created as local rulers for reasons of policy. ill, 
whatever their origins, titles or importance, came to be known 
in common English usage as “ Princes.” 

From the Princes’ point of view the bargain was in most 
cases very satisfactory, for, even though they lost the right 
to have foreign policies of their own and had to accept a certain 
amount of interference in their internal administration, they 
were secured against external attack, rebellion and “ palace 
revolution” and their revenues, no longer dissipated by wars 
and invasions, provided them with great personal wealth. It 
is just this aspect of the system which has been so severely 
condemned by nationalist and democrat critics in modern India. 
In the old days there was a certain survival of the fittest ; the 
despot might be, indeed had to be, cruel, but unless he had a 
certain competence he was liable soon to be wiped out by 
external or internal enemies. Under British patamountcy, 
however, the Princes have been artificially preserved and the 
“ natural” processes of amalgamation and unification have been 
suspended. India has been divided into two parts, in one of 
which has functioned a uniform central administration of un- 
precedented strength, while in the other the fragmentation 
produced by a period of utter collapse has been permanently 
fixed and even accentuated. The category of “States ” includes 
units from the size of Hyderabad, which is as large as England 
and Scotland together, down to dwarf territories such as 
Virampura, which has one square mile and 135 inhabitants. 
The dwarfs are, indeed, grouped together in Agencies for 
administrative purposes, but even so, an extraordinary patch- 
work of local personal jurisdictions has remained, in extreme 
contrast to the theory and practice of modern administrative 
organisation, as exemplified in British India. 

Formerly, the Princes had no unity or cohesion among them- 
selves and it was indeed the policy of the Paramount Power 
to prevent any combination among them, unions such as the 
old Maratha confederacy having been forcibly dissolved. But, 
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in 1921, a consultative Chamber of Princes was formed for 
the whole of India, and the Princes were thus given a definite 
status, not only as local rulers, but as a class, a heteditary 
aristocracy confronting the rising middle-class. lawyer-politicians 
and commercial magnates of British India. When a scheme of 
federation was worked out for India and embodied in the 
Government of India Act of 1935, it provided that the Princes 
should have for their nominces 125 out of 375 seats in the 
Lower House of the Federal Legislature and 104 out of 260 
im the Upper ; as most of the States were still autocracies and 
the constitutional reforms which had been introduced in some 
of them generally fell short of parliamentary supremacy, the 
participation of the Princes involved a severe restricuion of 
the representative, democratic system desired by the British 


Indian leaders and ensured a preponderance of socially con- 


servative forces in the projected Legislature. But without the 
States’ participation no unity of India could be achieved, and 
the British Government would not consider any compulsory 


unification ; it was held that they were independent units, 
except as bound by treaties with the British Crown, rights 


arising from which could not legally be transferred without 
their consent, and hence each must be allowed to choose whether 
it would join the Federation or not. The Federation was, 
indeed, itself made conditional on a sufficient number of the 
Princes joining it; it could only come into existence when 
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enough States to fill §2 seats in the Upper House, and com- 
prising not less than one half of the total population of the 
States, had.acceded to. it..Being thus endowed with a virtual 
power of veto over the whole scheme, the Princes began to 
bargain over terms of accession, and when the war in Eurape 
broke out in 1939 no agreement had been reached. 

In the post-war Indian settlement the creation of the Indian 
Union and Pakistan has not been allowed to depend on the 
accession of a sufficient number of States, but the latter have 
still retained in theory the right to join or not as they choose, 
or rather they now have three choices—to join the Indian 
Union, to join Pakistan or to assume full independence. Lord 
Mountbatten has been strongly urging them to join one or 


other of the new Dominions, according to their geographical -. 


position, conceding at least\ defence, foreign affairs and com- 
munications to the central authority. So.fat only three— 
Hyderabad, Bhopal and ‘Fravancore—have claimed indepen- 
dence, and it is not certain that all of these three will maintain 


their stand ; there is already a report that Travancore has 
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reversed its policy. This is significant, for Travancore woylj 
probably have the best chance of keeping its in ener 
froth coercion by direct military attack, for it is a seaboag’ 
¢ with a flourishing overseas trade ; Hyderabad and Bhopg 
are inland States entirely surrounded by Indian Union territory, 
so that their external communications would be at the 
of Delhi. Sel 
The question of independence or federation: is, 
complicated by the communal issue, which particularly affect; 
Hyderabad and Kashmir. The former has a Moslem ruling 
dynasty and a Hindu popular majority ; in Kashmir the relating 
is reversed. Geographically, Hyderabad has no contact ‘igh 
Pakistan and would naturally, if it were going to federate% 
all, enter the Indian Union ; as the Moslem dominant ’ 
fears subjection to Hindu rule, and at the same time does: 
wish to emphasise the communal issue, the path of mdependeng 
has been taken. Kashmir, on the other hand, has commmo, 
borders, both ‘with the Indiar Union and Pakistan, andog, 
geographical grounds can suitably adhere to either. It hy 
not proclaimed independence. Pakistan claims it because of 
its Moslem majority (the “K ”. in Pakistan stands for K 
but its Hindu rulers are expected to opt for the Indian Union 
Both Hyderabad and Kashmir can be sources of serious troubk 
between the Indian Dominions. ale 
Quite a different issue has been raised by the speech recently 
made by Sir Ramaswami Aiyer, the Prime Minister of Travan 
core (now in hospital after an attempt on his life), in defene 
of his State’s reluctance to join the Indian Union. He said tha 
the Congress Party had entered into diplomatic relations with 
the Soviet Union and was failing to suppress Communit 
revolutionary agitation in India. This speech was evidently 
addressed beyond the borders of Travancore to sympathisers 
in the right wing of the Congress Party itself, who are fo 
less alarmed at the rumblings of social revolution and suspiciods 
of the forces of radicalism, with which Congress has allied 
itself in its struggle for power. Like the Kuomintang in Chim 
after 1927, Congress is rallying towards the Right, and its mor 
conservative leaders now look to the Princes, no longer as the 
“breakwater” for the British Raj against Indian nationalism, 
but as a future “ breakwater ” for themselves against the storhs 
of social revolution in an independent India, the gravity of 
whose impending social and economic problems is only just 
beginning to be perceived. ae 
The re-integration of ex-British and Princely India is bound 
to be a task of great difficulty. It might have been effected 
by revolutionary violence—and there still may be violent 
passages in the relations between these sporadic monarchies 
and the Indias of Nehru and Jinnah, But an attempt is being 
made for amalgamation by peaceful constitutional process and 
there is a hope that it may be successful. There is plenty 
of administrative talent in the States—where ambitious Indians 
have often found-opportunities not open-to—them  until-very 
recently in British India—and some of the States have preserved 
traditions of an older India by. which even a progressive 
democracy can be enriched.».So much that seemed impossible 
only a year ago is now in process of. bejng realised by peaceful 
means in India that it would be wrong’to: be pessimistic about 
the outcome of this particular problem. Evetything depends 
on moderation on both sides. If the Dominions have the sense 
to make it easy for the Princes to accede and do not force them 
to pass through the Caudine Forks, very few of them will give 
trouble. (In passing, it may be remarked that their willingness 
to join British Dominions is like 
willingness to join wholly indep 


states.) But, on the 


other side, the Princes would be very ill-advised to stand on — 
their purely. legal rights, in the face of both economic and — 
political facts. Fortunately, one of the discoveries of 1947 § 
that moderation is a quality that is not wholly lacking in India 


is likely to be greater than thet | 
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NOTES OF 


Coalition Rumours 


There is a renewed burst of rumours of an im ing coali- 
tion. Nothing is impossible ; but a coalition between the Labour 
and Conservative parties is, to say the least, highly improbable. 
fr is Significant that all the talk comes from the Tory side. It is, 
of course, natural for politicians to seek office. But why anybody 

seck office in present circumstances is very hard to under- 

_ The most elementary prudence would counsel the Tories 
to keep out for the present. aoe see 

The argument seems to be that the imminent economic crisis 

uces the situation of 1931 ; a coalition was found necessary 
then, so why not now? But the history of 1931 is by far the 
strongest reason why there will not be a coalition now. The 
circumstances are now quite different. : Then the Labour Party 
had no majority; now it has a majority which shows no sign 
of splitting or crumbling. Then the leader of the Labour Party 
decided that he could no longer*accept the policy of the party ; 
now Mr Attlee is a loyal party man beyond, above and almost to 
the exclusion of all else. Coalitions can only come about if some- 
body of the very highest standing in the party in office—the Prime 
Minister or one of his chief heutenants-——wants to have a coalition, 
and the fate of Ramsay MacDonald after 1931 ranks as an Awful 
Warning to any Labour leader who might feel tempted to toy with 
the idea. The overwhelming probability is that this Parliament 
will run its course and that the Labour Party will remain alone in 
office until the General Election. 

Not only will there not be a coalition , there ought not to be. 
Coalitions are bad governments ; they are compromise elevated 
toa principle. They are justified only when two conditions are 
met. The first is that there should be a wide measure of agree- 
ment between the parties over substantially che whole range of the 
Goveramecnot’s programme. The second is that the execution of 
that programme should be impossible without the commitment 
and support of the Opposition, Both conditions existed in 1940, 
when there was agreement on what had to be done and the active 

ation of the Labour movement was needed to do it. Neither 
ie exists today. There is ao agreement on what should be 
done, and if the present Government could once make up its mind, 
it could do whatever it wanted to without the co-operation of the 
Conseryarives. So long as the Cabinet is a party one and faces 
an Opposition, there is always the possibility that, to save its own 
skin, it will sink its internal differences uid decide upon a policy. 
With a coalition, particularly one forced by circumstances, every 
item that appeared on the Cabinet agenda would become a field of 
manceuvre. 

Government by alternation of parties is by no means perfect. 
But it is better by a long chalk than government by coalition. 


* * * 


The Lords, the Commons and the Bill 


The solemn comedy of the conflict between the Houses of 
Lords and Commons over the Transport Bill is not yet at an end. 
Indeed, it is not yet possible to say absolutely for certain that it 
is only a solemn comedy, though everybody (the Conservative 
peers not least) would be astonished if, after a sufficient number 
of stately rituals have been gone through, the Lords did not in 
the end do as they are told. 

Original set of the Lords’ amendmenis were considered 
by the Commons last week. There, throughout an all-night 
ote was enlivened by some quite unnecessary personalities, 

ernment’s attitude was entirely unyielding. What they 
had freely accepted when the Bill was .before the Lords, they 
y advise the Commons to accept. What had been written 
into the Bill by the Lords against the Government’s advice must 
come Out again, every last word of it, This was a bit too much 
for the Lords who, on Tuesday of this week persisted in the attempt 
to amendments on the Government. The Bill will therefore 
Presumably come once more before the Commons, The Commons 
will stand pat and then, unless all the prophets are wrong, the 

ords will bow to the Government’s wishes, The stately comedy 
ds, however, have played their role much better than 

the Government. They have been dignified, moderate, judicial. 
The Conservatives have not abused their majority, and though 
many of their amendments could not stand if the principle of the 
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Bill is to be accepted, all of them were reasonable matters of 
divergent opinion. The Government would have been very ‘well 
advised to have accepted at least one of the controversial amend- 
ments, As it is, by their rigidity, they have given the impression 
of being hasty, petulant, obstinate and arrogantly convinced of 
their own infallibility, The Tories may well be satisfied with this 
achievement. They have certainly no wish to plunge inte a con- 
stitutional crisis, co p 


Coal to Europe—and Swansea 


The theme that Britain must export coal to Europe to lend 
power to Mr Bevin’s policy has been stated in the last ten days 
with vigour and noise. But the variations on the theme have 
been few and unimaginative, Mr Morrison, for example, might 
have given British miners some graphic instances of Europe's 
needs, of its dependence on American aid and of the actual 
amounts required to change the whole picture. All the figures are 
available, and simple division and multiplication will do the rest. 

For ‘example ; in the year ending June 30th Europe received 
from the United States 25} million tons of coal and coke. This is 
equivalent to seven weeks’ production by British pits, working at 
the levels reached in May of this year. In other words, one extra 
hour a day in a five-day week would make American imports un- 
necessary and save Europe over $560 million a year. Such calow- 
lations may irritate the miners’ leaders ; but they are the kind of 
rough estimate that is being made by foreign critics of Britain and 
by the men who will draw up the Marshall Plan. 

The particular case of France is even more striking, The 
present French coal deficit is 12} million tons. Partly because of 
it the Monnet plan is in danger and French icy towards 


Germany is continually colliding with British policy. This deficit 


could have been made good by the export from Britain of three 
and a half weeks’ production ; and France, whose dollars will 
run out in two months’ time, would have been saved over. $100 
million. 

The last report of the European Coal Organisation has appeared 
just as American ships have arrived in this country bringing coal 
to Swansea—of all places in the world. It shows that in June 
Europe received 3,263,000 tons of coal from the United States 
and none from Britain ; it also shows the significant fact that 
Polish coal exports to Europe at 810,000 tons have nearly caught 
up with west German exports at 848,000 tons. In the circum- 
stances, it is not surprising that ‘Americang are saying that we 
should fight another Battle of Britain before we talk about more 
Lend-Lease. se 

* ” 


Breakdown in Moscow 


The breakdown of the Anglo-Russiaa trade talks created the 
maximum disappointment because the publicity given to them was 
so badly handled. Common sense should have dictated that when 
an inexperienced—though able—junior Minister is bargaining 
with so old a hand as Mr Mikoyan he should not be embarrassed 
by optimistic leakages. The idea of getting wheat from Russia 
without paying dollars was getting quits a grip on the British 
newspaper reader; now it seems that we shall get no Russian 
wheat partly because we would in fact have had to pay for some 
of it in dollars. 

The British Mission wanted 6,000,000 tons of wheat and small 
quantities of timber. It also hoped to pave the way for regular 
trade relations with the Soviet Union, which would in the course 
of time bring in flax, hemp and dairy produce. The Russians 
wanted capital equipment and better terms for the seitlemen: of 
their outstanding debts. Unfortunately, the British could not 
guarantee delivery of capital equipment nearly sufficient to cover 
the cost of the wheat ; the balance would have had to be paid in 
sterling convertible to dollars and in amounts that Britain is 
unlikely to have available in the near future. Moreover, the 
wheat prices offered over a period of years were substantially 
above those accepted by Canada in long-term contracts ; and the 


Russians made concessions on their debts a condition of negotia-’ : 
tions instead of treating them as part of the general bargain. But 


the question remains: if the Russians really have a surplus of 


grain for export and an urgent need for capital equipment, why, 


were they so stubborn? 
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Testing the Sellers’ Market 


The answer can perhaps be found in the Russian explanation 
of the breakdown. They have so far refrained from introducing 
any political note into their account. _It would, however, be sur- 
prising if Sov.et propagandists were not to try to fit the event ito 
the familiar theme of Britain’s reluctance to co-operate with Soviet 
Russia and its subservience to dollar imperialism. The main reason 
given for the breakdown is that “ the Soviet side could not accept 
a situation in which Russia alone entered definite obligat.ons,” 
while the British delegation has refused to do so. By this 1s meant 
that the Soviet Government was prepared to guarantee the size 
and the timinz of the Russian exports to this country while the 
British delegation could not similarly guarantee that British goods 
asked for and promised to Russia would be delivered in the quan- 
tities and at the dates désired by rhe Russians. This may be true, 
for Sir Stafford Cripps cannot control the direction of British 
exports in the same way that Mr Mikoyan controls Russia’s foreign 
trade. This ‘s a difficulty that has always arisen in trade negotia- 
tions with the Russians, when these haye been conducted between 
Government and Government and not between the Russian trade 
agencies and the foreign exporters concerned. The difficulty has 
proved greater because the Russian demand for steel and engin- 
eering supplies from this country has by far surpassed the capacity 
of British exporters to meet it in view of their commitments to 
other buyers. According to Russia suggestions, it is this un- 
pleasant circumstance that has really caused the failure of Mr 
Harold Wilson’s mission 1o Moscow. 


The Russians were not at al] pleased at the prospect that they 
would receive “convertible sterling” in payment for amounts of 
grain and timber exported to Great Britain in excess of the quan- 
tities that would be paid in British goods. The Russians are little 
imterested in accumulating dollar assets at a time when they have 
little or no chance to spend those dollars in the United States on 
the engineering goods they most urgently need. The chief pro- 
blem facing the Russians is not their balance of payments—in this 
respect Russia’s position is quite different from Britain’s. It is, 
therefore, almost certain that the Russians would have been far less 
concerned with the terms of the repayment of the 1941 credits 
if they could have hoped to receive from this country the quantities 
of steel, mining and timber-cutting equipment which they wanted. 


Shortly before the British Trade Mission went to Moscow, it 
was suggested in these columns (see The Economist of April 19, 
1947, p. §78) that the Russians were now eager to find out whether 
and to what extent the sellers’ market was beginning to weaken. 
After a long and exacting test of British capacity and patience 
they have satisfied themselves that the sellers’ market, especially 
in the goods they most need, is still firm. 


* * * 


Housing at Eatanswill 


The more politically explosive a subject is, the less likely it 
is to be considered on its merits ; and housing still remains politi- 
cal dynamite. Monday’s debate degenerated into the usual party 
dog-fight, with a brilliant sparkle of debating points and a proper 
quota of personal abuse ; but with astonishingly little attempt on 
any side to answer the real and awkward questions of which even 
Mr Bevan must now be becoming aware. Is the Government still 
trying to build too many houses, even after the enforced cut in 
its programme earlier this year? Obviously not in relation to 
the need for accommodation; but, equally obviously, far too 
much is being attempted in relation to the need to save foreign 
exchange and defeat inflation at home. Is it not a fact that the 
building labour force is now too large in relation to the materials 
available, and that Mr Bevan is guilty of the hoarding and con- 
cealed unemployment of workers of which Labour propagandists 
rightly accuse certain private employers? Are the right sort of 
houses being built; or is it a fact that, as one Labour Member 
hinted during the debate, the temporary housing programme has 
justified itself precisely because, though three rooms may not be 
much to go on with, there is no real hope of building enough 
Bevan mansions to come anywhere near meeting the need? Half 
a house, as the man said when the lorry with the front of his 
bungalow went into the river, is better than living with Mother ; 
and ought the Dudley-Bevan standard of size and amenity not 
to be recognised as the luxury which at the moment it is? And, 
finally, are the houses going to the right places? Mr Bevan laid 
down during the debate the fantastic doctrine that bouse-building 
should be spread evenly over the country. Some of it certainly 
should ; for there is always the core of genuinely immobile build- 
ang labour whom no inducement can shift beyond splashing 
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distance of its parish pump. But the chief need—if 
not politics is to be the criterion—is coacentrated today jn 
or three special sectors: in the farming districts, the more 
ductive coalfields, and perhaps some of the steel towns, “Pi. 
case for getting more workers to these places is a matter, not g 
two women having :o cook on the same stove, but of whether g 
not either of them is to have anything to cook at all; and am 
present moment the measures which give most direct help to 3 
duction and the balance of payments are entitled to a 
priority. — 
A few rays of light illuminate the gloom ove: housing, ind 
ing particularly the building operatives’ decision to accept py. 
ment by results, discussed in more detail on page 213. If prope 
implemented, this decision should lead to a sharp drop ing 
industry’s apparent labour sequirements, and so release a usefy 
contingent of workers for other trades; though the di 
workers may reasonably ask that release should be largely unde 
their control, and should be accompanied by definite reinstate 
ment rights. The country should be thankful for small meres 
But over the housing field in general, on the Opposition as well 
as the Government side, Eatanswili remains triumphant. t 


* * * 


Tinplate and Patronage 


The motion put down by Mr D. Grenfell, MP, inviting the 
House of Commons to disagree with the decision under the Welsh 
tinplate and sheet scheme to site a cold reduction plant at Llanelly 
instead of Swansea, draws attention to some of the more dip 
turbing aspects of the present control of the location of indusmy. 
The objects of the contro] are, of course, reasonable and even 
admirable, and there can be little objection in principle to th 
methods employed in actually persuading firms to settle in one 
place rather than another. In practice there is delay and a great 
heaping of straws on the camel’s back ; but these are incident 
defects which could and should be removed by detailed adminis 
trative reform. The point at which real uneasiness begins 10 
spread is the determination and revision of policy. For the fac 
is that the decisions which have to be taken are strictly political, 
in the sense that they are and must be based largely on a qualita 
tive judgment of political and social factors, and not purely on 
technical data ; and that, except in special cases or in the broadest 
outline, they nevertheless do net usually receive publicity o 
come under any public review—least of all any review in the areas 
most concerned. Strings are pulled behind the scenes and 
memoranda circulate; but it is only rarely that a case Tike 
Mr Grenfell’s arises in which the full facts can be dragged out 
into the open for public debate. The whole process smells 3 
little too much of the antechambcr. 


The remedy seems to lie mainly in two directions. The first 
is to have the combined physical and economic development plan 
for each area recorded and published in a form which facilitates 
public comment. An admirable opportunity for doing so 
arise with the formulation of development plans under the new 
machinery set up by che Town and Country Planning Bill; and 
it is particularly important to avoid the danger that these plans 
may turn out to be nothing more than glorified zoning schemes 
of the traditional type. And, secondly, it ought to be possible to 
return to something a little more like the ideal of contro! uf the 
iocation of industry which was emerging in the last year or two 
before the war. The present control appears to people in the 
areas concerned as the distribution of industrial manna from 
Heaven by the agents of Whitehall—something, that is, quite our 
side their control. The older conception, starting from the othet 
end, was to provide for local competition for enterprise with | 
nationally controlled limits ; and it is evident that this approach 
was likely to be far moxe effective both in building up local und 
standing and responsibility and in reducing the fear of favouritism 
by national authorities, Provided that the nationally imposed 
limits can be drawn tightly enough to prev2nt purely wasteful com- 
petition, the advantages of this latter approach are obvious ; and, 
while it has admittedly been impracticable to draw them ughty 
enough in the past, it should gradually become possible to.do 90 


in future as the new town and country planning machinery 
evolves, 


* * * 


Mr Rank and the Dollar 


Mr Rank’s statement, following his return from a three- 
months’ business visit to the United States, on the dollar-earning 
potentialities of the films produced by his organisation, is opt- 















=: 


epee sBPoRne hs & 


gg a et ee a Ce 











BERRA ASPERSFRRR SSS SER 


SSSR BRtSSRIBRSASsaeasasba 


Sa 2 





“by 20 per cent, by a similar pr 


EPC RR ERSTE 87K ak 


THE ECONOMIST, August 2,. 1947 


mistic but studiously uninformative. Net monthly returns, after 
deductior of the dollars. necessarily spent on promotion, are 
steeply on the upgrade, having increased from March to April 

; Oportion in successive months, 
and by an estimated 30 per cent from June to July; but to what 
original total these percemtages refer is Mr Rank’s secret. In a 
little time, he thinks, net dollar earnings would amount to much 
more than the £15 million to be saved by the proposed tax on 
films imported from Amer:ca. But the figure of £15 million is 
itself mere guesswork ; no rate has even been settled for the tax, 
which the Government has merely taken power to impose. It 
Mr Rank’s purpose was to forestall any inconvenient comparisons 
between the leniency of Government policy towards dollar ex- 
penditure on films with its savagery in the matter of newsprint, 
he has not achieved it. 


He may, of course, be perfectly justified in his optimism. He 
knows his stuff. On the production side he has worked a near- 
miracle on an industry which only a decade ago was artistically 
and financially a laughing stock ; he has. displayed that gift for 
picking the right men and then giving them a free hand, which 
is one of the surest hallmarks of the first rate administrator ; and 
while his control of the major exhibiting circuits certainly repre- 
sents a regrettably lopsided predominance of power, he has not 
exploited that power to crush his independent pacemakers. There 
is, it is true, some evidence that the wily Americans were one too 
many for him in his first Transatlantic ventures. The best of 
British films may be killed dead as mutton by, say, a midsummer 
launching at an obscure theatre ; and though some Hollywood 
producers genuinely welcome the British lead towards intelligence 
and integrity in picture making, there are others who have no 
use for either, whatever its provenance, but a good deal of power 
to back their dislikes. The hiring of a chain of cinemas, like the 
purchase of others in several of the Dominions, is part of a cam- 
paign to counter this policy of blackout. So is the current ex- 
change scheme by which two Hollywood companies are to exhibit 
Rank pictures in return for exhibitor facilities on the Rank-owned 
British circuits for an equal number of their products. 


On a long view, these arrangements may be unexceptionable. 
But is this really the precise time for casting dollar loaves on the 
waters in the hope that they will come back buttered? The 
onus of proof lies on Mr Rank; and no proof has as yet been 
provided. 


France Between East and West 


Only two groups in France have accepted wholeheartedly 
the growing division of the world. The Communists are the 
busy first fiddles in Russia’s European orchestra, and play loudly 
the rune of France selling out to “the Trans-Atlantic Trusts ” 
and America seeking through the Marshall Plan to enslave the 
French. At the far side of the political arena, General de Gaulle 
has been parading his brass and drums through Brittany to end 
m Rennes with an oration blasting the Communists as “a party 
at the service of a foreign country,” and offering his Rassemble- 


Pr du Peuple Frangais to lead the struggle against the Eastern 
loc. 


_ But in between these two extremes few people rejoice in an 
ideological division which they see tearing not only Europe but 
their own country apart. The mood of the average Frenchman 
was well mirrored in last week’s debate in the Assembly on foreign 
affairs, Apart from thc Communists and a few fellow-travellers, 
speakers from Left, Centre and moderate Right repeated to a 
remarkable extent the same formula—that France, without damage 
to its own claims in the Saar and the Ruhr and on reparations, 
must mediate in Europe between East and West, that nothing 
must be done to weaken its links with Eastern Europe, and that 
acceptance of the Marshall Plan must represent not a “drift to 
the Right” as the Communists suggest, but the acceptance of 
much-needed help in an economic situation of unparallelled 
severity. 

Against this background, M. Bidault had little difficulty in 
Securing an overwhelming majority for his policy. Naturally, he 
would not yield an inch on France’s claims. Of course, the lines 
to the East were open. Had he not offered the Czechs and the 

€$ treaties on the lines of the Anglo-French Treaty in recent 

| and received no reply? There could be no question of 
hegemony or of drifting to the Right. The plain fact 

Was that France, with only two months’ reserves of gold and 
had to choose not between “the yellow bread of depend- 

€nce and the black bread of freedom,” but between bread or no 
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bread at all. But France would in no circumstances abdicate from 
“its place in history,” and would continue to consecrate itself 
to the reconciliation of the world. . 

After that, the Chamber clearly felt that there was little more 
to be said. Even the Communists abstained from voting their 
disapproval, and M. Bidault received his vote of confidence by 
§25 votes to 6. ed 


* * * 


“ Scorched Earth ’’ in Indonesia 


The Dutch have so far had substantial military successes in 
their warfare in Java and Sumatra, but they may have to cope with 
a prolonged guerilla resistance similar to that which is still going 
on in French Indo-China. Meanwhile the “scorched earth” 


‘policy, long threatened by the Republicans in the event of new 


Durch military moves, has been put into action and considerable 
destruction has already been carried out—though, as is usual in 
such cases, the effectiveness of the method is restricted both by 
local unwillingness to co-operate in destroying means of livelihood 
and by lack of time for completing demolitions. In some ¢ases 
the Republican Army—which seems to have been subject to little 
control from the Government in Jogjakarta—began demolitions 
near the Dutch perimeters some time before the outbreak of 
hostilities, presumably in the belief that they were inevitable ; the 
Dutch took political advantage of this destruction of assets to rein- 
force their casus belli, and they may have been influenced in their 
final decision to strike by the knowledge that “ scorched earth” 
action was going on in any case. With competent technical staffs the 
Dutch no doubt hope to get production and transport going again 
soon, even if only on a reduced scale as compared with pre-war 
times, and it may be that in the short run they will find their 
war profitable, for the actual campaigning is not much more costly 
than maintaining large forces in idleness under local blockade, 
and exports of commodities may bring in the much needed foreign 
exchange for the Dutch economy. The world market will also 
be the better off for any renewal of supplies which have been 
so long held up. 


But the Dutch must realise that they have involved them- 
selves in a struggle which it is unlikely that any quick military 
victories can really resolve, and a road to reconciliation with Indo- 
nesian nationalism will not be easy to find. The nationalist oppo- 
sition to European colonialism in Asia today is something very 
different from the local risings or agitations of earlier times. It 
has a confident, persistent international character, which makes it 
infinitely formidable. Already India—with Pakistan, concerned 
for its Indonesian co-religionists, in full accord with Congress— 
has expressed official sympathy with the Indonesians and has 
raised the matter with the Security Council. So also has Australia. 
Juridically the Dutch position cannot be challenged, but the “ in- 
herent rights of Asiatics” will be very loudly and forcibly pro- 
claimed as never before in a world forum. 


* * * 


Shadowplay in Italy 


An apparently inexplicable and meaningless debate has now 
occupied the Italian Assembly for nearly a week. Count Sforza, 
supported by the Christian Democrats and the Centre, wishes to 
ratify the Peace Treaty. The extreme Left, led by the Com- 
munists and the Socialist followers of Nenni, have joined hands 
with Monarchists and Qualunguisti to prevent ratification, and 
day after day, the debate continues. Count Sforza’s argument 
is simply that, once the treaty is signed, Italy can take its place 
officially among the nations. The Communists have protested 
that nothing can be done until Russia has ratified the Treaty. 
The Right reject ratification on the obvious grounds of wounded 
nationalism. Both the alliance of Left and Right and the argu- 
ments seem unreal and now a further note of confusion has been 
added by Russia’s decision not to ratify the treaty until Italy 
has done so, , 


But, as isthe case in most apparently unaccountable political 
incidents today, behind the shadowplay lurks the universal issue 
—the division of Europe between East and West. The ratification 
of the Italian Treaty sets into motion a series of arrangements con- 
cerning the evacuation of troops. After the ratification of the 
Italian Treaty the Russians are pledged to reduce certain of theit 
garrisons in Eastern Europe, but at the moment they clearly find 
the international outlook too uncertain for any reduction in their 
military guarantees. A postponement of the ratification of the 
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Ttalian Treaty leaves the military status quo unchanged and this 
for the time being is apparently what the Russians seek. To those 
who protest that it cannot be either in the Russian or the Italian 
Communist imterest to prolong a situation in which British and 
American troops remain in Italy, the answer unhappily is that 
the “ Anglo-Saxon garrisons” in Italy are all unwittingly among 
Russia’s best propagandists and friends. 


* * * 


Stevenage in the Lords 


The judgment of the House of Lords on the appeal of the 
Stevenage objectors to the original designatory order made by the 
Minister of Town and Country Planning is likely to bring to an 
end such hopes as objectors to any new town may still be cherish- 
ing ; and the terms of the judgment, delivered by Lord Thanker- 
ton, would seem to destroy 2 great many of the iilusions within 
which landowners threatened by compulsory purchase under the 
New Towns Act have been sheltering. The substance of the 
objections from Stevenage was, first, that the Minister in his 
speeches had betrayed such enthusiasm, or partisanship, for the 
idea of Stevenage as a mew town that he had shown himself in- 
capable of discharging the quasi-judicial functions imposed upon 
him by the Act ; and, second, that he had not effectively dealt with 
the difficulties over water supply, which, in the view of the 
objectors, made the whole scheme impracticable. The first 
objection is obviously the one with the wider implications. The 
House of Lords took the view that the Act imposed no judicial 
Or quasi-judicial obligation on the Minister. His duty was 
purely administzative ; that is, he had the duty of holding a public 
inquiry and of reading the resulting report, and, provided his 
mind was not completely closed to the considerations presented 
to him in this way, his duty to the objectors ended there. 


In one sense the result of these legal proceedings is satisfactory. 
It presents the issue now before the public with clarity. The 
question of whether there shal] be new towns was settled by 
Parliament when it passed the original Act. The question of 
whether there shall be a new town at X or Y is now still a 
matter for Parliament, as it is wholly an administrative decision, 
made by a Minister, for which that Minister is answerable to 
Parliament. On the whole, it is not satisfactory if a Minister is 
in part answerable to Parliament and in part answerable to whom- 
ever is the High Court judge before whom any proceedings based 
on an objection happen to come. In the long run the balance 
between private ownership and public interest is more likely to 
be fairly held if Parliament is strengthened in its duty, and its 
determination, to scrutinise the action of Ministers, and if MPs 
ate not left with the vague feeling that after all the High Court can 
be left to look after the fair operation of all subsequent details. 
But certain unsatisfactory features remain, including particularly 
the lack of any obligation on the Minister, under either the New 
Towns Act or the Town and Country Planning Bill, to justify 
his own views before public—and particularly local—opinion. 
Justice must appear to be done in addition to being done ; and the 
Stevenage objectors have done good service, though at heavy 
expense to themselves, in forcing this issue on the general public’s 
attention. 

+ « ‘ 


Poles in Suspense 


The categorical refusal of the Amalgamated Engineering 
Union to allow the employment of Poles in engineering provides 
an example of the wide gap between precept and practice in the 
trade union movement. The TUC, as a whole, has agreed to the 
employment of Poles, subject to certain conditions, one of which 
is that the individual local trade union concerned should be con- 
sulted. There have, however, been great difficulties about the 
absorption of Poles in civil employment. In certain coalfields, 
particularly Scotland and Yorkshire, in spite of appeals from the 
miners’ leaders, local lodges have refused to accept Polish workers 
in the pits. In all, by the middle of July, 3,316 Poles had been 
placed in mining, and 1,668 had actually started work. It is 
reported, however, that 700 trained Poles are without jobs and 
that, each week, the 300 who are leaving training centres are 
finding it increasingly difficult to find work. This state of affairs 
is quite unforgivable. The blame, however, does not rest with 
the miners’ leaders, who, after their long delay in agrezing to 
the Poles, have done their best to persuade local lodges to accept 


In the case of the engineers, local opposition kas been supported 
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by union headquarters and the Minister of Labou as ee 


obliged to intervene. The opposition is in part economic’ ang 


in part political. The argument is that, unlike mining, 
ture and iron founding, engineering is not an “und a? 
industry, and the fear that Pelish Jabour will deprive British 
workers of their jobs is a real one, in spite of the Gov . 
assurances that Poles will only be used where there is a s 
of British workers and that they will be the first to be di 
if there should be any unemployment. The political hostifix 
both among the rank and file and shop stewards, who are very 
Left, and the AEU leadership, some of whom are also very L¢ 
is strong. The Government: should take steps to override Te 
prejudice. There are still some 70,000 Poles in the Resettlement 
Corps. It is true that the contribution they can make to the man- 
power shortage is not large, but what sort of an impression js 
created at the present time, when every pair of hands is needed, 
by this stupid restrictionism on the part of the AEU ? 






* x * 


The Care of Old People 


Is there a place for charity in a Socialist state? The second 
report of the Nuffield Foundation, the largest charitable trust in 
Great Britain, should finally dispose of this question. Its three 
objects—the advancement of health and the prevention and relief 
of sickness ; the advancement of social well-being ; and the care 
and comfort of the aged poor—are in theory provided for by the 
state. Yet not one of the many and varied projects described in 
the report can be called superfluous. If charity is to be of real 
use now and in the future, it must be dispensed with forethought. 
This criterion the Nuffield Foundation fulfils. 


Where charity has in the main become superfluous is in the 
provision of income. The state system of insurance together with 
assistance will from next year provide an income sufficient for 
the reasonable needs of a person who, for reasons of health, 
unemployment or old age, cannot provide for himself. In the 
non-monetary field, 00, the state is always assuming new func- 
uons ; but state provision always tends to be behind the times, 
to come into being only after charity has pointed the way. 
Nowhere, perhaps, is all this more clearly seen than in the pro 
vision, charitable and national, made for old age. As the Founda- 
tion’s survey committse (the Rowntree Committee) pointed out 
im its report on charitable trusts providing for old people, the 
state system of pensions and assistance for old people has made 
charitable income in many cases superfluous ; an old person 
receives a smaller payment from the Assistance Board to the 
extent that the income he receives from charity exceeds 7s. 6d. a 
week, and the charity, to that extent, relieves the taxpayer instead 
of the old person. Similarly, as the Assistance Board makes an 
allowance for rent in its assistance scales, the rent-free almshous¢ 
accommodation provided by many charities has become supef- 
fluous. The Rowntree Committee also found that a great deal of 
pioneer work had already been done in providing for the non- 
monetary needs of the old—in establishing special dwellings, 
hostels and Homes, and welfare services. What is now needed 
is to make this provision adequate in quantity and up to standard 
in quality, and this, the Foundation has decided, can best be 
achieved by the establishment, announced this week, of a National 
Corporation for the Care of Old People, which will make grants 
and loans to the cost of schemes for the welfare of old people. 
This central allocation of funds should help to ensure that such 
schemes are properly integrated, do not overlap and are up 1 
standard. It is to be hoped that persons wishing to make charit- 
able gifts for the welfare of old people will do so through the 
Corporation, which will ensure that their charity is wisely dir 


* * * 


Gall from Paris 


The whole affair of the President Warfield and its pitiful cargo 
of 4,500 Jewish men, women and children is deplorable. It shows 
how unpredictable can be the effects of bursts of official bad 
temper. But there is as little doubt about the right of the British 
to send the ship back to its French port of departure as there 
was about the duty of the French to prevent it sailing once they 
had been warned about it. It had been anchored at Villefranche 
since April, and everyone knew what it was there for. Neverthe+ 
less, this lake steamer of 1,700 tons, with papers authorising het 
to sail only in fine weather and without passengers and so 
was allowed to leave for Palestine crammed to the hatches, TE 
was the beginning of the inhumanity which the Paris press is OW 
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This permanent bridge of 60 ft. span was speedily 
erected from standard-unit parts and is suitable for 
the normal traffic of the district. Larger and heavier 
bridges are jusi as easily built from the same standard- 
unit parts by the Butteriey Standard-Unit System. 
Specially applicable to permanent road and railway 
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transportable and bridges of a wide varicty may be 
built from stock parts. Full particulars on request. 
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portraying in its most scurrilous manner, ignoring the fact that 
conditions in the three troopers which re -d them were incom- 
parably better than those in the President Warfield. 

Englishmen working in Paris can recall nothing. since. the 
liberation comparable to the abuse now being hurled at the 
British by French journalists. It can hardly be mere chance that 
the campaign coincides with a division within the French Govern- 
ment and a manifest desire to revive memories of friction over 
Syria. The French Socialists are openly sympathetic to Zionist 
claims in Palestine, and have taken partisanship to the point that 
the Ministry of the Interior has entrusted the handling of the 
ugly situation in Port-de-Bouc, near Marseilles, to an official of 
Zionist sympathies. Such behaviour .is incomprehensible 
at a time when there is sitting in Paris a conference on the future 
of western Europe, the success of which depends on full Anglo- 
French co-operation. 


None the less the British authorities in Palestine should have 
thought twice before sending back the Jews from the President 
Warfield in circumstances which, observed by French journalists 
from boats, might be described as “inhuman.” Ships suitable for 
the passage from Haifa to Cyprus are not suitable for a trip the 
length of the Mediterranean, and it should have been foreseen that 
the French might.regard the incident as a serious slight to their 
prestige. 


* 


Meanwhile, in Geneva, the United Nations commission of 
inquiry is drawing up its report. From what has been observed 
of the attitudes and interests shown during their presence in Pales- 
tine it would be rash to hope for a unanimous report. Should the 
delegates disagree, the Security Council will certainly also disagree 
about what is to be done in Palestine. It would therefore be wise 
for the British Cabinet to assume that it will have this intract- 
able problem before it for months to come. And that calculation 
must decisively influence the cuts in military commitments which 
are now being discussed. 


* * * 


A Fresh Start in Malaya 


Ix is not often that a Government Department admits itself 
to have been wrong with such refreshing frankness as in the 
scrapping of last year’s scheme for a Malayan Union. The 
Colonial Office in a fine frenzy of ill-considered planning produced 
a project for a Malayan Union which had every merit except that 
of recognising the existence of the Malay people. Sir Harold 
MacMichael was sent out to get the assent of the Malay rulers 
and notables by a sign-on-the-dotted-line tour which hardly did 
credit to the British reputation for fair play. The Colonial Office 
probably did not suppose that the Malay rulers would like the 
scheme, if they had time to think about it, but seems to have been 
genuinely astonished at the manifestations of popular Malay 
hostility which followed. However, having got over its astonish- 


ment, it very wisely decided not to suppress the opposition, but 
to revise the scheme, 


The Malays’ dislike of the scheme was primarily due to their 
fear of being overwhelmed politically by non-Malay, that is, 
mainly Chinese, elements, if all traditional institutions were swept 
away in favour of a unified Malaya with a common citizenship. 
The Malay, Chinese and-Indian communities in Malaya have a 
common interest in good order and economic well-being, but 
they cannot be fused into one people simply by calling them 

layans any more than Arabs and Jews are fused together simply 

by calling them both Palestinians. Once the Malays had suffi- 
ciently emphasised this point by their agitation, an attempi was 
made to meet their point of view and work out # new solution 
iM concert with their representatives. A Working Committee. 
Was set up and arrived at a formula which preserved the Govern- 
ment’s principle of a common citizenship for * all those who regard 
Malaya as their real home and as. the object of their loyalty,” but 
also asserted that the Malays “occupy a special position and 
Possess rights which must be safeguarded.” From these discus- 
sions have now hew proposals which provide for a 
tation of Malaya (instead of a Union), for the preservation of 
hine states as political units with their own Sultans and State 
incils and for a strong Federal authority with a British High 
Commissioner presiding over an Executive Council. The new 
Proposals appear to meet the not unfounded fears of the Malays 
While at the same time affording more political scope for the 
gt communities than they former and an 
administrative unity which the country clearly needs. 


“191 
Confusion at Frankfurt 


At best, the bi-zonal German authority set up some weeks 
ago was a clumsy- machine. It was based on three levels of 
responsibility—a general Economic Council roughly corresponding 
to a parliament, yet representing not the mass of voters but the 
Lander, an Executive Committee which. would bear to the Council 
the relationship of a Cabinet, and five bi-zonal offices, each 
headed by a Director, who might be classed as a permanent 
civil servant save that he was responsible not to the Executive 
Committee but to the Council and was a completely political 
nominee. Each level was to be supervised by an appro- 
priate’ Anglo-American team and for the government of a 
rump state in Germany, the whole hierarchy seemed dangerously 
complicated and top-heavy. The one hope of making it function 
layin discovering among the politicians an animating 
spirit of unity strong enough to drive legislation and administration 
through the choked and tortuous channels of government. 

The first days at Frankfurt, where the new authorities are estab- 
lished, have dispelled any such hope. In the Council, the Christian 
Democrats have the majority, in the Executive Committee the 
Left have the decisive voice. Now, however, all Social Democrats 
have been excluded from the Directorships and Socialist Ministers 
in the Committee will have Christian Democrat chiefs-of-staff. 
Even this inconvenience might be surmountable, were it nor for 
the complete inability of Socialists and Christians to find a 
common ground: With their country in ruins around them, 
they can compromise on no single point. This is the back- 
ground that makes nonsense of certain American proposals that 
the West German coal industry should be immediately handed 
over to a board of management representing German experts from 
both zones, They would hardly speak the same language. The 
Allies have “ federalised ” better than they knew. 


Shorter Notes 


The Minister of Food has announced that entry into the retail 
side of the greengrocery trade is now to be practica'ly unrestricted, 
while entry on the wholesale side will be as free as is consistent 
with maintaining necessary controls over imported fruit and 
vegetables. Mr Strachey deserves every credit for his decision. 
Housewives will watch with interest to see whether Co-operative 
and other retailers can now show sufficient new enterprise to bring 
prices down significantly. The Minister has don. his share ; it 
is now for private enterprise to show what it can do. 


* 


Wednesday’s debate in the Lords on the new&print cuts provided 
as inadequate a reply from the Government as did the earlier 
debate in the Commons. Lord Hall raised the old cry of food 
before newsprint—although the saving of £2 million of dollars 
obviously makes not a ha’porth of difference to the security of 
food supplies—and. his statement on future supplies of newsprint 
and pulp were vague and unsatisfactory. Nor did he go into the 
longer-term question of how North American supplies will be 
safeguarded in the future if the contracts with the Canadian 
manufacturers are dishonoured, 


* 


According to a parliamentary answer, applications for foreign 
currency for holidays abroad during the first six months of this 
year amounted to £11,500,000 in respect of 250,000 people. 
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Letters to 


Prices and Exchange Rates 


Sir,—In yeur article in your issue of July 12th, “ How Big is 
The Gap 3 ? > it is pointed out that the rise in prices in overseas 
markets, notably in the United States, accounts for the increased 
deficit in our external balance of payments; yet this increased 
deficit does not represent any significant change in the bulk of 
goods imported over that of last year. This rise in prices, par- 
ticularly in the American field, in fact indicates that the terms 
of trade are becoming adverse to Britain: prior to the last war the 
international method of redress was that of alteration of the 
exchange rate, a process which proved in the 1930s highly 
dangerous if indulged in without due restriction. One of the 
chief American aims at Bretton Woods was to obviate this menace 
to international economic equilibrium by placing obstacles in the 
way of arbitrary alteration of exchange rates ; but the Charter of 
Bretton Woods allowed for an alteration of exchange rates in 
extremis: under present conditions, which are well known, 
Britain’s economic position approaches such a crisis, when the 
rise in American prices has reduced the value of her loan to this 
country by 28 pe: cent. Would we not, therefore, be justified 
in claiming a readjustment of exchange rates to correspond with 
this damaging rise in prices ? 

It is realised that great enough difficulties are already experienced 
in exporting to America and the hard currency areas, without a 
relative rise in prices cf British goods, but at present British costs 
of production in the lines of goods exported to America, particu- 
larly textiles, are considerably cheaper than those in America, 
and such adjustment of exchange rate is therefore not likely to 
alter materially the market for our goods, which would appear to 
be inelastic—Yours faithfully, Derek E. Hitt-SMitTH 

British European Airways, Northolt Airport 


Wages of Hospital Workers 


Sir,—In the Notes of the Week on page 147 of The Economist 
of July 26, 1947, reference is made to the Hetherington scales 
for domestic workers in hospitals and institutions. Since April, 
1946, however, there has been a National Joint Council for Staffs 
in Hospitals and Allied Institutions, whose wage scales are much 
higher than those recommended by the Hetherington committee, 
and have been generally adopted. 

Examples of these rates ate: £4 11s. for a 48-hour week for 
a non-resident female head cook in a hospital with less than 500 
beds ; £4 5s. for an assistant cook in a similiar hospital ; £3 11s. 
for a senior maid and £3 7s. for a domestic assistant. Men gener- 
ally receive {1 3s. a week more. 

These figures should therefore be substituted for those shown 
for a fair comparison to be made with the wage rates in the cater- 
ing industry — Yours faithfully, 

T. RIPPINGTON 

Parkdene, Sylvan Terrace, St. Austell 

[The purpose of the reference,to the Hetherington scales was to 
compare the minimum wage rates they lay down with the minimum 
rates proposed by the Catering Wage Commission. It was not intended 
to compare actual earnings of hospital workers with those of domestic 
workers in catering establishments.—EbDrror.]} 


British Liberty 


S1tr,—I am an Italian journalist, correspondent of the Corriere 
della Sera in Milan. As 2 correspondent of this newspaper I was 
supposed to leave for Tripoli a few days ago aboard the ship 
Campidoglio, which took back to Tripolitania a certain number of 
Italians. Accordingly; I asked the British authorities in due time for 
a permit f-r disembarking and staying in Tripoli for a couple of 
days ; but, in spite of its recent declarations of hospitality to the 
Italian Press, the authorities in Tripoli objected firmly to my 

No explanation was given for this, and, in fact, there is 
no sensible explanation, for the prestige and the objectivity of a 
newspapef such as the Corriere della Sera are too well known to 


be stressed. This attitude is very discouraging. It means ihat 
the iron curtain is hanging not only on the eastern frontiers. _ 
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the Editor 


The British came to our country in the name of freedom of 
speech and freedom from fear. For the sake of those words we 
appeal to the principles of British hberalism and the gallant tradi- 
tion of the British Press, so that we may still believe in what we 
were once taught.—Yours faithfully, Ciara Falcons, 


Palestine’s International Balance — 


S1r,—One of the publications recently issued by the Govern. 
ment of Palestine, primarily for the information of the United 
Nations Special Committee oa Palestine, contains detailed statis- 
tics of Palestine’s trade and economy during the last two years, 
Some of the data may be of interest to your readers—in 
plementation and emendation of the information contained in 
column on Palestine in the issue of The Economist dated ‘Abel 

» 1947. 
, Figures of Palestine’s international balance of payments for 1945 
and 1946 are provisionally given a as follows (in thousands £Ps): _ 





Ttem 





Viste_e Items. 


1. Retained imports involving payment by Palestine, 
i.¢., less imports for which Palestine is not debited 


(ag., crude ea imported by the oil companies) . . 31,97 des 56,506* 
2. Recorded im of bullion and specie ...,..... igi _ 756 
3. Exports i eva ving payment to Palestine, #.¢., less 
super tox. mbich Palestine is not. condioad 2. : 
rehned petroleum ucts export y the oi 
OOO ink on ccs SA mK0k eee eid secseeseure a 14,034 Sue 14,645 


Invisip_e Items 


OP CUI, 6 ck. is ecceusyccuneesces tat 24,300 ine 23,500 
. Transfers to Jewish National Institution and all 


5. § 
religious and charitable institutions. ........... ae 7,000 aoe 9,500 
6. Transfer of private capital (pet).............4. 2,000 4,500 
7. Amounts received by foreign residents, diplomatic 
O00NS, GAC. wis KASEG SA - BiWihs BLED . Lh vids » ie 3,500 Z. 6,500 
8 Immigrant and emigrant remittances (net) ..... aan 1,000 ia An 
9. Interest, profits and dividends ................ oat 1,500 & 
10. Government Finances :— 
NO OE PR EEE eit 120 eee 50 
Other Government Finances (met) ........... 4,000 4 4,000 
3. a ya commission and brokerage ; ye a0 100 * 
. Tourist expenditure (including passage) ........ J < ‘ 
13. Changes in bank assets abroad. ............... 5,500 1,000 
14. Changes in currency in circulation. ............ 6,920 sie 5,020 


15, Miscellaneous (including film royalties ; payment 
for use of patents, ts, Sopra unrecorded import 
handise and gold). . 2... 6.0... 6600-ce005 2,500 sis 2,500 
53,586 | 53,454 | 67,262 | 67,215 
i 
* These figures include Fine (1945) and £P.3,567,000 (1946) to cover na 
within Palestine of refined petroleum products from the oil companies. 
Yours faithfully, 
N. Devons 


of mere 











31 Gaza Road, Jerusalem. 


Distribution of Manpower 


Sin,—It the compulsory direction of labour is to be ruled out 
as impracticable, the Government will have to think out other 
plans to attract workers from unessential to essential industries. 

A high proportion of the young men called up for service im 
the Forces is rejected on medical grounds. But, though they may 
not be up to the Services standard of physical fitness, most of 
those rejected are fit enough for some kind of productive em- 

ployment. On the principle of equality of sacrifice it would not 
be unfair to call upon them to put in a year’s service in 

manned essential industries for which they are suitable. Another 
possible idea is a national appeal to persons employed in ui- 
productive or unessential work to volunteer for transfer to pro 
ductive industries on a statutory guarantee of reinstatement 
their jobs if and when they wished to go back. The vacancits 
thus created could be filled up by a reversion to the waftime 
ES re nen ianem: Sat Ws OO, for men 


bus conductors, for example, and the re-engagement of 
employees, especially in the distributive trades.—Yours faithfully, 
Larchfield, Churt, Surrey _ (GEOFFREY BRACKEN 
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Books and Publications 


An Indictment of Stalin 


“] Chose Freedom.” By Victor Kravchenko, Robert Hale. 
4% pages. 15s, net. 

Tue Russian language has a special word (nevozurashchenets) to 
describe an official or just a Soviet citizen who, like the author 
of this book, refuses to return to his courtry from a mission abroad, 
The character has been so frequent that he has well merited a 
place in the vocabulary. The nevozvrashchentsy fall roughly into 
two categories: the disgruntled dignitaries and the disillusioned 
idealists. The reliability of their inside reports on Russia varies 
greatly from category to category. If.some stories of such eye- 
witnesses were to be taken at their face value it would be very 
difficult indeed to explain why the Soviet regime did not collapse 
in the first days of the war, Mr Kravchenko’s place seems to be 
somewhere between the two categories. The serious reacer of his 
book will be struck by its stylistical over-dramatisation which has 
made it a “best seller” in the United States. The direct 
responsibility for that over-dramatisation rests not with the author 
but with the American “ re-writer” of his book. 

Nevertheless, Mr Kravchenko’s report on Russia is essentially 
truthful, at least in its three major topics: the purges of the 
"thirties, the cost, in terms of human suffering, of Russia’s indus- 
trialisation, and Russia’s narrow escape from defeat in the war. 
This picture of the great purges has a truly nightmarish quality, 
but nobody who has studied the problem with an unbiased mind 
will deny its basic accuracy, What Mr Kravchenko reveals is the 
mass scale of those purges and the inexorable monotony with 
which they were carried out not only among the top political 
leaders but amid the middle and lower strata of administrators, 
engineers and party-men. Equally shocking, though not new, is 
his report on the use of forced labour in Soviet industry, although 
the author himself takes off some of the sting of his criticism 
when he claims that without the use of such labour Russia’s war 
economy would not have been able to cope with its task. Finally, 
the account which he gives of the poor state of Russia’s economic 
and technical preparations for war in 1941 tends to dispel at one 
stroke two myths: the myth of the wise and far-seeing Stalin 
who allegedly concluded his truce with Hitler in 1939 only in 
order to destroy him the better later on ; and the other myth of 
Stalin, the sinister plotter scheming since 1939 for the conquest 
of an exhausted and prostrate Europe. 

Mr Kravchenko’s book is a passionate indictment of Stalin’s 
regime. The author undoubtedly bases his charges on facts ; 
but he fails to explain—he does not even pose the question—how 
and why these facts have occurred. He offers, that is, no concep- 
tion or analysis of recent Russian history, unless one were to 
estion that Stalin’s satanic personality 
is the first cause of all evil in Russia as an adequate substitute for 
sociological or political theory. Like most Russians of his genera- 
tion, Russians that have been brought up on the official Sralinist 
text-books, Mr Kravchenko is not even aware of many a salient 
chapter in the history of the Soviets ; and this accounts for his 
inability to pre a coherent view on the social and political 
evolution of his Wen country. 

Nor does Mr Kravchenko try to suggest what may be, for the 
mass of the Russian the way out of the impasse of totali- 
tarianism. He “chose freedom” and attained it by the simple 
refusal to return to Russia, But in what way can the young 
Russian generation, which is not in a position to choose voluntary 
exile, “ choose freedom” ? Mr Kravchenko’s book is very depres- 
sing because of both the things which it says and the things 
which it omits to say or €ven to imply. 


Second-rate Thought 


“The Economic Mind in American Civilisation.” By Joseph. 
Dorfman, 2 Vols. Harrap and Co. 36s. 
ALL but the stoutest hearts must admit to a certain sinking feeling 
when confronted with the thousand closely printed pages of Pro- 
fessor "s industry. So much about so many who were 
worth so little. These volumes are a monument to the card-index 
technique of Kulturgeschichte. Everyone is here, from the 
Laurens Perseus Hickok, whose “ Rational Psychology 
Sought to slay the Gorgon of Kantian idealism; to Samuel B. 
Ruggles, who almost opened a Red Gap in the 1830s by arguing 
Perhaps railroad construction should not be left to private 
‘merprise: It is hard to believe that a single book, or a single 


chapter from a book, bearing on political economy and creeping 
into the immortality of American print between 1607 and 1865 
can have been omitted from this compilation. Unfortunately Pro- 
fessor Dorfman’s researches do not overthrow one’s conviction 
that America’s contribution to ecomomic thought began with 
Henry George, and “ Progress and Poverty ” did not appear until 
twenty-five years after the conclusion of Professor Dorfman’s 
second volume. The overwhelming mass of the procession which 
winds its dim way through his. pages consists of second-rate 
pedlars of second-hand thoughts. And true though it is that 
the movement of history in the United States as elsewhere is for 
much of its length little more than the accumulated. expression 
of second-hand thoughts, it does not follow that the way. to 
capture it is to pin down these dead drab. moths, indistinguishable 
members of a few simple species, who ought by rights long ago to 
have found a natural scorched oblivion in the flames of time. 
Unfortunately, it is much easier to collect specimens than fo 
formulate the laws which govern the origin and developmem of 
species, and it is no crime of the author’s that he is a kind of 
cultural Cruden rather than a historical Darwin. His book has 
the usefulness which attaches to any thorough compilation. He 
has digested a great many books without partiality or prejudice. 
But to conclude, as the title suggests, that the result is a history 
either of American economic thought, or of economic attitudes 
below the level of philosophic reasoning, would be a grave error. 
For such an enterprise Professor Dorfman has provided the raw 
materials, but scarcely more. He seems himself to lack the 
historical perspective (witness his chapters on the seventeenth 
century) and the inductive breadth and power requisite for such 
an enterprise. But what he has done—and it would be churlish 
not to acknowledge it—is to make the task incomparably easier 
for anyone possessed of those qualities who may tackle it after him. 


Headache in Ulster 


“ Rural Life in Northern Ireland.” By J. M. Mogey. Geoffrey 
Cumberlege. 240 pages. 15s. 


In 1940 the Northern Ireland Council of Social Service set on 
foot an inquiry into the way of life of the Ulster countryman, 
designed particularly to measure the drift from the land and 
estimate the influences behind it. Five typical areas were chosen, 
one in County Fermanagh and two each in County Down and 
County Antrim, and Mr Mogey was appointed as Survey Officer. 
His book is a straightforward account, area by area, of the survey’s 


From The Economist of 1847 


Fuly 31, 1847 


Sir Robert Peel did the country excellent service in office. 
He gave up his own opinions to the necessities of the times, 
and carried into effect the principles of free trade. But he 
seems destined, from the great authority he bears, to be as 
useful to free trade in opposition as he was in office 
The opposition and censure of Lord George Bentinck and his 
friends seem only to have piqued Sir Robert into additional 
boldness; and on Wednesday, at Tamworth, he gave utterance 
to these truly humane, Christian, and free trade sentiments: — 
....» IT am not seeking a return to office or resumption of 
rty power; but to Parliament, should you so decide it, I shall 
return honoured by the possession of your confidence upon public 
grounds, and not perhaps altogether without power. (Loud 
cheers.) I will support that which I believe to be right, and I will 
support those principles of free trade which I believe to be founded 
on, pasties, «= +: Should soeee, waiiears: drnet. Aue oye Sie 
appeal to military glory, and thus to disturb the peace of the world 
to satisfy his own corrupt ambition, I hope that an enlightened 
people, enjoying the advantages of a flourishing interchange of 
their productions with other countries, will look at such war with 
disgust, as calculated to destroy the kindly feelings that ought to 
prevail between nations, and that a great intelligent e will 
rebuke that military tyrant, and refuse to see wives made widows 
and bee po gy children, and 








* findings. The sum total is a disturbing picture of economic back- 
wardness and social decay. The flight from the land has indeed 
proceeded fast, but not fast enough 10 relievé the pressure on the 
means of subsistence or allow Ulster smallholdings to become 
an economic proposition ; and, though there are signs of progress, 
new institutions have not yei grown up to fill the social gap left 
by the collapse of the old co-operative way of life. 

Mr Mogey drives home his economic lessons with solid facts— 
diagrams of farm layouts, descriptions of soils and farming 
methods, and finally a mass of income data to show that, even 
with war-time presperity, Ulster farmers and their relatives work- 
ing with them were often earning distinctly less than even the low 
county minima for labourers. What he does not do is to answer 
the questions he raises. One would have wished for a review of 
possible changes in the structure of Ulster farming and society 
such as Dr Orwin and his collaborators provided for North 
Oxfordshire in “ Country Planning ” ; but it would hardly be fair 
to blame the author for what after all was a defect in his terms 
of reference. In the same way, it would have been wel] worth 
while to follow up the Survey’s comments on the need for leader- 
ship in building up new social institutions with an investigation 
of what is actually happening to the rural middle class—the clergy, 
teachers, doctors, and the like. But the ancient and regrettable 
tradition that the poor are survey material while the rich are 
entitled to privacy appears to have won the day. All in all, this 
is hardly a classic of sociology ; but, within the field laid down, 
it iS a very competent and interesting introduction to one cf the 
worst economic and social headaches in the British Isles. 


The | Human _ Habitat 


“City, Region and Regionalism.” By R. E. Dickinson. Inter- 
national Library of Sociology and Social Reconstruction. 
London; Kegan Paul French. 327 pages. 25s. 


Books have their own fates, and the fate of books about human 
ecology is to be dull. For the dullest stage of any inquiry lies in 
assembling the data from which the well-digested meditations of 
innumerable minds will eventually distil the artful simplicity of 
the classic textbook ; and there can be few fields in which it is 
harder than in this 10 pass to the general from the particular. 





** ll give you one more chance”? 


NERVOUS debility reacts on the digestive organs and so 
aggravates the condition, Palliatives are inclined to do 
the same. What your digestion needs is rest. A cup of 
Benger’s at night, being pre-digested by enzymic action, 
soothes and strengthens the nerves of the stomach. Its 
rich nourishment is absorbed without strain and sends you 
to sleep warm and satisfied. 


From 1/9d. a tin at 
Chemists and 
Grocers everywhere. 





BENCGER’S LT. , HOLMES CHAPEL, CHESHIRE 
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Human ecology covers, broadly speaking, everything to do with 
economic, social, geographical, and political characteristics of 
the places.where, people live; the reasons why they live or, given 
the habits of thé modern potential parent, cease to live there, ang 
the relations between the different types of neighbourhood, dis. 
trict, town, country, and metropolitan unit, To establish general 
guiding principles in this vast field is bound to be difficult ; 
into the bargain, as Mr Dickinson points out, the study of these 
things is a good deal newer to this country than it should be. 

In the circumstances it is very much to his credit that he does 
at least avoid the depths of dreary burrowing after facts only too 
common among the longer-practised Americans. “City, Region 
and Regionalism” is a very solid and useful introduction to the 
literature, theories, and case-histories of a subject whose import 


ance in these days scarcely needs to be stressed. ‘Town planning 
NE-Pot ; 


and the structure of local government are in the melti 
more and more services are being decentralised from Whitehall 


or reorganised in larger units locally ; and only the type of study 


here analysed can provide a solid basis for reform. Though a 
great deal has in fact been done in recent years by official or semi- 
official agencies—in the Middlesbrough Survey, for instance, of 


the West Midland Group reports, or the various projects of the 
Ministry of Town and Country Planning—a vast amount of further 


work still lies ahead. And a vast amount of preliminary education 
will have to be undertaken if the new town and country planni 

authorities, in particular, are to deal as they should with their 
statutory duty to carry out planning surveys. Town planners 
themselves are sometimes, not unreasonably, a little cynical about 
the value for their purposes of the wilder extravagances of the 
civic diagnosticians. 


housing policy, of the type of, survey which Mr Dickinson recom- 
mends, should not be overlooked because of exaggerated claims 
for its usefulness in one limited field. And a special prayer may 
be directed to Whitehall to heed his recommendation that a series 
of new institutes, linked to the Universities, should be set up to 
handle this work ; for without such institutes it is unlikely that 
Government departments or local authorities will be served with 
the research which they need. The student who ploughs through 
this book will indeed find that his road winds uphill all the way; 
and he will find no easy answers at the end. But, in retrospect, 
he should find the achievement worth the trouble. 


We have just got in some coloured linen beach trousers. . 


They are well cut and cool — perfect ashore, afield 
or afloat — and can be washed again and again. 
Waist sizes are from 30° upwards. — 5 coupons. 

2£23.11.0 


Incidentally the idea for these trousers came from our Exhibition of 
Modern Men's Wear. 


AUSTIN REED 


13 Fenchurch St., E.C.3. 


But that only makes it more important that. 
the advantages for other purposes, such as health or educational or. 
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AMERICAN SURVEY 





The State of 


(From Our US 


XTENSIVE readjustments continue within the American 

economy, but they are not apparent in the overall figures, 
being concealed by what President Truman called “ temporary 
props” in his midyear Economic Report to Congress. The 
transition from wartime influences to peacetime operation has 
yet to be completed. The adjoining table of figures taken from 
the President’s Report show the significant indicators for the 
past year and a half. 

The volume of industrial production rose gradually to a high 
of 190 in March, and by midsummer was back to about the 
level of the last four months of 1946. The volume of agricul- 
tural output for this year is in question: extensive floods in 
recent weeks have damaged the corn crop and the weather 
during the balance of the season may either do further harm 
or, alternatively, remedy some of the harm already done to 
corn as well as to other crops. The number in civilian employ- 
ment reached a new peak of slightly over 60 million in June. 

While industrial output thus 
seems on a plateau and agri- 
cultural output is not likely to 
be above last year, if as large, 
commodity prices and costs of 
production have been pushed 
to new high levels. The 
Index of all wholesale prices 
made a new high record of 
150.3 in the week of July 
1gth ; the recent rise is almost 
entirely due to advances in the 
prices of foods and farm pro- 
ducts. The average gross 
weekly earnings of manufac- 
turing employees also reached 
a peak of $48.91 in June, and 
average hourly earnings of the 
same group reached $1.22. 
The coal settlement extracted 
by Mr Lewis has already set 
off price advances in coal and 
steel, which may spread out- 
wards despite Mr Truman’s 
plea that such. a course be 
avoided. 

Largely as a consequence of 

price rise — since the 

of output has remained fairly stable—dollar figures have 

mounted to new highs. Gross national product, national income, 

consumer expenditures, profits and similar statistical measure- 
ments showed hitherto unequalled totals in midsummer. 

The most significant of the factors causing the price rise— 
of the President’s “ temporary props "—was the huge rise in 
€xports not covered by imports. The table shows “ net foreign 
Investment” in the first half at a rate almost double that of the 
last quarter of 1946, and the President remarked that “ This 
Increase in the annual rate of the net foreign balance constituted 
about three-fourths of the increase in the annual rate of the 
total gross national product from the last quarter of 1946 to the 
first half of 1947.” The sharply reduced prospect for the corn 
ctop and perhaps other agricultural output gave a stimulus to 
many prices, and so did the coal settlement. The accumulation 
of inventories is still occurring, though at a slower pace than 

year. The expansion of credit, both to consumers and to 
and agriculture, is playing a part. Some consumers, 


Bulsons of Dollars 


Gross National Product 
Personal Consumption ......... 
Gross Private Domestic Invest- 


Net Foreign Investment 
Government Purchases. ........ 
National Income 
Corporate Profits after taxes, ex- 
cluding Inventory revaluation 
DVEOOGR... oof nwo cb40ye 08 op O00 
Personal Savings 
Dollars 
‘er capita disposable personal 
income—1944 dollars ........ 


Billions of Dollars 
Consumer Credit 
Commercial, Industrial and Ag- 

ricultural Bank Loans 


en 





Money Supply 
Unit Indicated 
Gross Weekly Earnings, Manu- 
facturing $ 
Hourly Earnings, Manatfac- 1-035 
facturi 130-2 
Consumer Price Index ('35-'39).. | 108-9 
Wholesale Price Index ('26) 168 
Industrial Production ('35~'39).. §2°5 
Civilian Employment (millions) . . 


42-15 


a ——— - _ 





the Economy 
Editorial Staff) 


particularly in the lower income groups, are reducing their 
accumulated liquid savings. And the proportion of individual 
incomes being saved is still declining—though this may be the 
establishment of a new post-war pattern instead of a non- 
recurring condition. 

Psychology, too, has become more hopeful. The stock market 
rose by some 1§ per cent after the recent low price in May ; 
this was both a resultant of and a contributor to more 
encouraged sentiment. Fortune has just published the first of 
its Forecasts of Business Prospects by polling business execu- 
tives, which shows 74 per cent expecting declining business. 
But the poll was taken in May, and the figure in all probability 
would not be so high today. 

But the basic problems of unbalance remain. Indeed, in at 
least some respects, they have been aggravated by these recent 
developments. The price rises affect the entire population, 
while the rises in income accrue only to a part. The real per 
capita individual income left 
after taxes (“ disposable ”) has 
been steadily declining for 
many months. The recent 

—! price rises and the effects of 
Seanenety Adjusted Anapel Hates the partial de-control of rents 
are adding further to the 
squeeze between costs and 
dollar incomes. This is a 
major factor in the decline in 
savings and in the recent fairly 
sizeable decline in sales of life 
insurance. 

Continuation of the present 
level of exports seems wholly 
impossible. Unless imports 
can have a fantastic increase, 
which seems out of the ques- 
tion in view of present foreign 
capacity to export, the means 
of payment will shortly be 
exhausted—indeed, this is al- 
ready occurring. And by no 
possible stretch of the imagin- 
ation can it be conceived that 
aid under the Marshall plan 
will be of such magnitude as 
to make possible continuation 
of an excess of exports of anything like $1 billion a month. 

The accumulation of inventories by business firms, already 
slowing up, cannot remain indefinitely a sizeable factor of 
demand. Construction, after a dull spring, has shown a little 
improvement recently, but is still so beset by inordinately (out- 
rageously would not be too strong a word) high costs that it 
cannot approach need and can hardly rise to compensate for 
declines in demand from exports, inventories and the reduced - 
consumption of those consumers who have been “ priced out 
of the market.” Productivity is reported to be improving in not 
a few individual cases, but generally remains low ; though the 
measure is very rough, it may be noted that industrial produc- 
tion, as measured by the Federal Reserve Board, rose by 1.7 per 
cent from September to June, while non-agricultural employ- 
ment rose by 2.7 per cent. 

The question remains what it has been for many months: 
can the American economy move from its present abnormal and 
unbalanced state to a more stable and balanced condition with- 


1946 by Quarters 
1947 
Pirst Half 


| 197 | 208 | 219 
138 147 | 155 


22 27 
6-1 4-5 

3 29 

174 180 


1-5) | 1365 
5-4 5-6 
15:5 13-1 


1,037 990 


End of Period 
79 | 86 | 1O-l | 20-T(May 
11+? | 15+4 | 15-95 
Last Month in Pesiod a 
1157°8 ae * 164-0 =! 162-8(May 


45-31 45-39 46+ 96 48-91 
1-084 1-126 1-220 
133+3 145-9 3 , 
112-9 124-0 
170 180 
56-4 57-1 
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out at least some recession ? The President and his Council of 
Economic Advisers avoid a conclusion: “As; they {the tem- 


porary props) weaken, we shall need to make many basic re-” 


adjustments to complete the transition to a permanently stable 
and maximum-level economy. . . . They must-be*made before 
the lack of them produces serious unemployment and business 
decline. . . . Thus far we have avoided. the econamic misfor- 
tunes which followed World War I and then culminated in a 
disastrous depression in 1929. Today we are wiser, more 
experienced, infinitely more blessed with material riches, more 
united as a people, stronger as a nation. If, calmly and 


Holiday 
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realistically, we assess our strong points and our w 
and. beldly:take necessary steps in time, we can place the hj 


production and the high employment that we have today ona 


ea foundation of enduring prosperity and peace.” 
Consideration’of the structure of the American economy does 

not provide grounds for confidence that the transition will be 

made without.some fall in.income and output, and some 

in unemployment. - The longer the present unbalances Done 

the more difficult the adjustment may be. However, even 


among the more cautions there are few indeed who think that 


a large or long enduring decline will be experienced. 
ua 
Patterns 


(From our US Editorial Staff) 


HEN Secretary Marshall was summoned back from a 
fishing holiday to deal with a new Greek crisis the 
country sighed in sympathy. Fishing holidays er their equiva- 
lent are what everyone would like. It was understood that the 
Secretary of State should feel he needed one after telling the 
assembled Governors what a mess the world was in. It was also 
understood that he did net feel he could take one when a new 
crisis imtervened, 

For most Americans the summex holds a series of new crises, 
new clients, new break-downs. This is not like last summer, 
when the populace devoted itself to sprawling in the sun and 
letting the bread and soda pop bought by “ separation pay ” 
drop into its collective mouth. The United States may be 
prosperous, but they are no longer idle. Business is business 
this year, and the holiday must be fitted to the demands of the 
job, Sixty million men were at work during June, two million 
more would have taken a job had it reached out to claim them ; 
school boys toil on Western ranches, school girls are busy 
“ baby-sitting,” and even adjourned Congressmen make hay. 

Nor is this picture vitiated by the fact that a sizeable pro- 
portion of the summer’s industry centres on the vast and dis- 
jointed. series of businesses known as recreation. Figures 
brought together recently by the Twentieth Century Fund 
indicate that 4.6 per cent of the consumer’s dollar went in 
1941 for recreational “goods and services,’ which means, 
among others, baseball bats, bathing suits, tennis racquets, 
bicycles, fees for dance hall and bowling alleys, money spent 
on pet dogs, and cinema tickets. An equivalent proportion was 
spent on vacation travel, and the 1947 total is estimated at 
somewhere in the neighbourhood of seven billion dollars. To 
this might be added some two hundred million spent by the 
Government on such recreational facilities as would have enabled 
Mr Marshall to have been photographed while catching a fish, 
had he so desired, and the Greeks not intervened. 


* 


The pattern of holiday varies with the age, occupation, 
economic status and geographic location of the holiday maker. 
It used to vary more with sex than it does now. ‘Fhe great 
common denominator is the pull of the elsewhere, for a holiday 
at home is a contra in terms abhorted by every right- 
thinking American. In ‘wartime they endured it because 
patriotism and necessity persuaded them, but they did not 
endure it happily. Now that the trains are free to offer civilians 
such huxuries as a trip from coast to coast without change of 
cars, the automobile industry is struggling to catch up with 
demand, the petrol supply is unrationed, Americans have shaken 
off their ‘wartime sense of claustrophobia. Plane travel is re- 
covering from a series of bad accidents. Boats, buses and trains 


and those who have not may 
rent them and drive themselves wherever they want to go. 

The highway eA 
and hospitality. oo Se Eee 
caine Ulan tevas eaedeetinonteann the borders 


of continental United States. For several years they have been 
able to penetrate deep into Mexico on a highway which is, 
destined ultimately to string petrol stations the length of the 
hemisphere. For the first ume they may drive dire-t to Alaska 
if car, equipment and finances meet the requirements of .the 


Canadian Royal Mounted who are charged with policing the: 


much discussed new road. The Alcan hi ighway, built at great 
expense as a war necessity, is open for three summer months. 
to civilian traffic. With time out for fishing, the journey would 
take five weeks from Chicago te Fairbanks and back again, and 
would cost, for two in a car, an estimated. $914 including. de- 
preciation—of car if not of passengers. Petrol stations and inns 
are still scarce (a two-hundred mile stretch has neither) but 
adequate for the hardy. 


* 


On more familiar roads the problem is not too little popula- 
tion but too much. Th American highway system, undermain- 
tained during the war, burdened with a shoestring rash of 
coloured hoardings and smal! traps for spare cash, is showing 
a mew set of wide places in the road where passers-by may eat 
and sleep and buy such necessities as bubble gum and dolls 
that imitate nature all too well. In some sections these excre- 
scences spring up to light a wilderness, in others they dribble 
out of towns like spaghetti, achieving such a linear decentrali- 
sation as town planners never dreamed. Creatures of the motor 
age, they supply man’s basic necessities and challenge old ways 
of satisfying them. Called auto camps, auto courts, or “ motels” 
(a portmanteau word compounded of motor and hotel) they give 
shelter to man and his hundred mechanical horses as coach inns 
and post houses offered food to mam and beast a century ago. 
They are now bidding for the plane patrons set down at ait- 
ports, which are also on the town’s edge. 


The difference between the three types is sometimes 


- measured in gradations of plumbing, beds and food, and somk- 


times in terms of semantics. All of them started in the west, 
where spaces are wider than in the east, hotels less various, aid 


the frontier tradition that says a man sleeps best beside his horse: 


is of more recent memory. All three stem from the familiar are 
of one-room cabins swung off the highway with space beside 
each for the car of the man who rents for a night. This combitta- 
tion of room plus garage space, roofed or not, is the basic con 
stant, and an. invention: which now. threatens the monopoly 
hitherto enjoyed by the vertical hotel in a crowded town where 
parking is et @ premium and noise is constant. 


The auto camp is: still itive, hough seusing shortages 
have in some places forced its patrons to stay longer than the: 
sinilesmighe Ine hid iesicetl, facinied-aret The: 


auto court has, in Southern California and Florida, become an 
in or out of cities. 


established pattern of « villages 
The “motel” originated with a. Californian ence 
Starting in 1930 with twenty-six cabins connected by am 


SoC Sean nena ane Resmi ananyie: seat incase 


more people. were hungry than sleepy, and that he could 
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hold ‘them for more than a ‘single night if he added food 
and dtink to clean beds. He has since widened’ his ‘web 
and increased his income by adding glamour in the form of 
swimming pools and dance halls, He now takes in as much in 
a single day as he put originally into the business, 

In essence, the “ motel” is a horizontal hotel composed of 
individual units that can be re-shuffied as fashion dictates, built 
on cheap land at the edge of a town for a third of what a vertical 
hotel in the centre of the same town would cost. It thrives best 
in the easy climate of the west and south, and has yet to try 
its luck in northern regions where the touring season is short 
and rooms must be heated eight months in the year, Its cus- 
tomers come easily and go easily, leaving no ss behind, 
Under those circumstances it is perhaps not surprising that 
the trade’s eighteen thousand proprietors have not yet agreed 
on codes or ratings whereby travellers may know what kind 
of a “motel” they are stopping at. Whether their neon lights 
are the lamps of their consciences, or lanterns luring travellers 
to profane disaster, is still a matter of individual choice, 


Some Americans travel for the fun of travelling, others for 
the purpose of getting somewhere else. That “somewhere” 
may be a national park where a neat presidential candidate can 
be photographed while photographing bears and geysers ; it 
may be lakes and mountains opened up to summer campers 
by the Tennessee Valley Authority ; it may be Jones Beach 
on the fringe of New York City, where a hundred thousand 
people can enjoy sand and sea at ome time; it may be the 
summer theatres which play in barns or the summer schools 
which work in universities ; or it may be racetracks. 

Recreation, like vacation which is the American equivalent 
of holiday, is a word which has surrounded itself with a highly 
moral atmosphere, but lists recently compiled show changes 
in the manner in which Americans amuse themselves hardly 
support that pattern. The most spectacular gains in popularity 
durmg the past two decades were made by racetracks and 
gambling machines. Indoor pastimes, not necessarily hearty, 
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healthy, or wholesome, were nearly three times as well patroa- 
ised in 1941 as in 1929, while outdoor sports failed during the 
same period to hold their own. ee ce tan rea 
more On spectator sports in 1941 than in 1929, and most 
fantastic gains were made by horse and dog racing. Of all the 
recreation devices and services showing increased popularity, 

What all these changes mean is anybody’s guess ; the figures 
of 1941 are assuredly not the figures of 1947. Uneasy»comti- 
mentators note that the nation is older and less active, rhat 
gambling is an adult sport which blooms best when money is 
easy, that the nation’s leisure is increasing, the two-week vaca- 
tion has reached even the United Nations, the five-day week 
is spreading. Predictions for 1950 are that 10 per cent of the 
consumer’s dollar will go to travel and recreation. The popular 
thing to do may then be preaching or pinochle.; prediction is 
difficult. j 


American Notes 
Both Sides of The Record 


The Eightieth Congress adjourned not many days ago after 
a session which began. with mutual pleasantries and pledges of 
co-operation and closed with a determined struggle between the 
President and the Republican majority for campaign issues in 
anticipation of 1948. Though an influential section of the press 
is already demanding a special autumn session, the general im- 
pression in Washington still scems to be that Congress will not 
meet again before January. 

The Congressional record for 1947 is not particularly impressive, 
despite the commanding lead of the Republican Party majority in 
both House and Senate. In this respect, Congress no doubt 
deserves some sympathy, since a period of frustration is more or 
less inevitable with so direct a clash between the executive and 
legislative branches. But the majority party has suffered from 
other defects, perhaps more damaging than its inability to control 
the executive branch. Personal and inter-Howse rivalries (again 
in anticipation of 1948) have contributed to obstruction and delays. 
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HE NAME SPENCE IS A 
household word in the world 
of heavy chemicals. SPENCE 
dates back to 1846 and its 

chemicals have always been re- 

spected for their high and con- 

Sistent quality. Recently some 

interesting new products have beea 

introduced, including materials 
for pharmaceutical specialities. An 
abridged booklet will gladly be 
sent to you giving a brief survey of 

SPENCE products, including: 

Alum, Aluminium Sulphate, Aiuminiam 

Chloride, Aluminium Nitrate, Alumina 

White, Activated Alumina, Calcium 

Carbonate, Detergents, Pharmaceutical 

Alumina, Sodium Aluminate, Sul- 

phuric Acid, Titanium salts, Silica, ete. 
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A Study of Readership 
of Newspaper and 


The recently-published Hulton Readership 
Survey is the first comprehensive study of the 
post-war reading habits of the British people. 
it shows which people, of what age, sex, class 
and locality, read which newspapers and 
magazines ~—- and throws into relief certain func- 

* tional groups, such as motorists, mothers of young 
children, cinema-goers, gardeners and others, 

@ The sociologist wili find in the Hulton 
Readership Survey much that is important to the 
study of national behaviour and characteristics. 

@ A _ mass of fresh statistical information, 
obtained by the most modern research technique, 
gives the economist new insight into the pattern 
of British spending habits. 

@ The picture given of the position of 

British publishing houses will be of considerable 

value to students of the British Press. 


THE HULTON READERSHIP SURVEY 


A Hulton Marketing Publication 

The Hulton Readership Survey has been 
published privotely. The information it contains is available 
to olf those interested. 


HULTON PRESS LTD., 43-44 SHOE LANE, LONDON, E.C.4 
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A considerable time was taken to setile routine and procedure 
under the Legislative Reorganisation Act, and it now seems to be 
apparent that whatever g:ound has been gained by the heavy cut 
in Standing Committees has been lost again by the pressure of 
work now demanded in sub-committees. Next year may be 
better; but next year will also reveal the full scramble for 
Presidential honours, 

It is, therefore, scaztcely surpricing that influential Republicans 
now stress the value of “ preparatory work ” rather than the record. 
On one major issue only have they succeeded in their work against 
the outright opposition of President Truman—the Taft-Hartiey 
Labour Act. Here Mr Truman was forced first to declare the 
measure unworkable, and then to declare his intention of using 
every method possible to ensure smooth working. But the new law 
is regarded, even by many militant employers, as something less 
than an unmixed blessing ; it has failed to stay the continuing 
success of Mr John L. Lewis, against whom it was primarily 
designed, end it may yet prove to be vulnerable in the courts. 

On the issue of tax reduction, Congress failed rwice, within a 
few weeks, to override Presidential vetoes. And failure in this 
respect was matched by’an entire inability to make adjustments n 
the appropriation lists on a scale that would have given support to 
the repeated Republican charges of administrative waste and 
extravagance. The Representatives fastened with a whoop of joy 
on the Presidential budget estimates of $37.5 billion for expendi- 
tures, a level which they quickly replaced with a new “ceiling ” of 
$31 billion. But as the weeks dragged by in committee it became 
more and more apparent that the cuts imposed with such haste 
and ferocity were quite haphazard and would impair governmental 
efficiency at home and abroad. Much more important for the 
forthcoming electoral tests, they threatened a widespread loss of 
prestige in many States. The more sober Senate disagreed, and 
while it is difficult to determine pzecisely what emerged from the 
Congressional mill in the pre-adjournment scramble, a budgetary 
list of about $35 billion remains far in excess of all earlier levels 
supported by the Republican Party. 


» * * 


Presidential Programme 


On the other side of the record, the President has been obliged 
to watch one mor: session in which a subs.antial.number of his 
own supporters joined with the Republican majority to oppose, 
or to bury in committee, a number of uSeful measures. Prominent 
among these may be numbered the Tatt-Wagner-Ellender Bill for 
the promotion of low-cost housing projects, sponsored by Senator 
Taft and supported by Congressmen of both parties. The Con- 
gress also refused to support Senator Taft’s proposals for Federal 
aid to state educational programmes, and no action was taken on 
Bills for military training (to replace the end of selective service), 
for the admission of displaced persons on the relatively modest 
lines laid down by the Stratton Bill, for the general expansion of 
health insurance and social security benefits, or for the establish- 
ment of a Fair Employment. Practices Committee, banning dis- 
crimination in employment on the grounds of race, religion, or 
colour, The Republican attempt to enforce action on the annual 
Bill to ban poll-taxes met with the usual blockade by Democratic 
Senators. Late in the session the President had the doubtful 
blessing of full support by many Republicans for a new “ minimum 
wage ceiling ” of 65 or 70 cents an hour, against the now generally 
ineffective level of 40 cents established by the Fair Labour 
Standards Act. But the Republicans took care to ensure that this 
support did not entail action in 1947, and thus prevent a useful 
campaign call next year. 

One decided victory for the President was establishment of the 
Atomic Eneigy Commission, and the appointment of Mr David 
Lilienthal to supervise development work, with the transfer of 
authority from military to civil hands. Elsewhere, the President 
retained export control powers which will assist foreign economic 
policy to no small degree, and persuaded Congress to go all the 
way on foreign relief programmes. The foreign programme, 
indeed, embracing ratification of the peace treaties with former 
Axis satellites, the Greek and Turkish Aid Bills, and relief and 
administration grants totalling about $1.5 billion, ranks as a major 
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accomplishment of the session, though most of it was put through 





on the basis of an emergency response to Soviet in 
and actual appropriations were delayed until near the close of 
session, when Mr Marshall, the Secretary of State, seems to hy 
thoroughly scared the exponents of economy in terms of fi 
affairs. The major test on the bipartisan programme, however, 
has yet to come. : 

Altogether, however, it may be said that the President and his 
Cabinet have emerged from the session in decidedly better shape 
than seemed possible a year ago. Even the most determined 
opponents of the President concede that he has gained in authority 
and confidence, and it is worth noting that a quite recent Gallup 
Poll indicated that the Democrats might now command ap 
electoral respoase that would bring a useful majority in Congress, 
A great deal may happen between now and November, 1948, but 
the poll does indicate a remarkable revival of fortune since the low 
point touched by the Truman Administration in October, 1946, 
Party leaders, therefore, are not unduly concerned by the present 
liveliness of the “ Wallace for President” campaign in California, 
They point out that Mr Truman has a strong following both with 
organised labour and the farmers, and that a majority of voters 
express approval with his policy. A notable development has 
been the complete reversal of policy by Mr A. F. Whitney, head 
of the railroad workers, whose organisation last year voted a fund 
of $2.5 millions for defeat of the President in 1948. Mr Whitney 
now declares that a third party movement would be suicidal to 
labour, and that all organisations should support Truman- 
Democrats next year. 


* * * 


Black Weeks for Reds 


The drive against communist activities has now reached a 
point where Congress is apparently willing to take irrevocable 
action on the flimsiest of evidence and against any Federal em- 
ployee with the vaguest tinge of pink. In March last, President 
Truman, who may be described as being fully aware of communist 
dangers, proposed a general investigation into the political loyal- 
ties of all Federal employees, and the establishment of loyalty 
boards covering separate departments. These proposals secured 
a fairly general approval following from the realisation that govern- 
ment has now to contend with parties and movements far more 
dangerous than in the days when Federal employees were specific- 
ally safeguarded from inquiries into their political beliefs. 

The President, however, sought to make provision both for 
defence and appeal and his proposals were designed to give “ equal 
protection from unfounded accusations of disloyalty.” Shortly 
before adjournment, however, the mood of Congress was far 
removed from all considerations of safeguards for loyalty. A 
House Bill, sponsored by Edward Rees, Republican, proposed the 
establishment of a five-man board of review, acting as prosecutor, 
judge and jury, before which accused employees could not appear, 
and against which (if deemed guilty) they would possess no right 
of appeal or review. The Board, moreover, was instructed not to 
reveal the source of charges, and summary discharge might follow 
from “ reasonable grounds ” for the belief that any accused person 
had “sympathetic association” with a subversive organisation. 
Despite the pleas of many influential witnesses who declared that 
the Bill demolished civil liberties to a degree never before tolerated 
in peace or war, the House went on to pass the measure by an 
overwhelming majority. The Bill was then blocked in the Senate. 

During the past year, very nearly 800 Federal employees have 
been discharged for disloyalty, and the Civil Service Commission 
expects an eventual list of more than 3,o0oo—from a payroll cover- 
ing more than two millions. Additionally, there is a growing list 
of persons sentenced by the courts for their refusal to give evidence 
on oath before the House un-American Activities Committee. 


* * * 


Steel is the Key 


The battle over steel capacity—which began last year—has 
reached a decidedly interesting phase in recent wecks following 
prolonged hearings by a special Senate Committee on Smal! Busi- 
ness, headed by Senator Martin, Republican, of Pennsylvania. As 
recently noted, output of steel ingots over the first half of 1947 
reached a new high point for peacetime operation at 42,267,000 
net tons. Almost throughout this period, the operating rate was 
held at well above go per cent of rated capacity, and in Pittsburgh 
it has recently gone above theoretical capacity. 

_ But the famine in steel continues at home and abroad. The oil 
industry demands steel for casing new wells, for refineries and 


pipe-lines ; there is a drastic hold-up in steel for freight cars, in 
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-peavy gtades for construction, and in sheet and strip for auto- 


mobiles, containers, and an. extensive list of consumer goods. 
Most of the evidence given before the Senate Committee seems 
to have centred on the alleged abuses covering steel distribution, 
and the latest suggestion seems to be that this particular quarrel 
can be settled by round-table talks between the industry’s leaders 
and the Senators concerned, 


This procedure, however, can only ease immediate pressure at 
the expense of some favoured customers. The issue of long- 
term capacity has yet to be settled and Senator Murray, the father 
of the Full Employment Act, has drafted a Bill to enforce a 
measure of expansion through federal grants for small steel pro- 
ducers. He maintains that present shortages follow naturally from 
the grip of the “ steel monopoly,” and that only small producers 
should be given assistance, and permission to expand. 


Backing Senator Murray are the expansionists in the Federal 
agencies. Their argument is reinforced by a recent report from 
the Bureau of Labour Statistics estimating long-term demand for 
steel ingots at between 100 million and 120 million tons, under 
conditions of full employment. Official evidence is a little con- 
flicting, but in general, the argument is that only a very serious 
short-fall in national income and employment can bring demand 
down well below that range ; in any event, it is alleged, the indus- 
try itself declares that plant with an annual capacity of 10 million 
tons is registered as uneconomic, and obsolete, except at times 
of abnormal demand, 


To these demands, the steel industry returns the answer that 
present demands are based largely on back-logs and inventory 
deficiencies. For very many years before the war, it says, steel 
capacity was far in excess of normal demand, This plea, how- 
ever, neglects the very substantial rise in population over the last 
decade, and presumes continuance of the very low rate of con- 
struction and equipment in the decade before the war. It neglects 
too, the probability of a much higher export tonnage for some 
years ahead, Fortunately, the steel battle looks like being taken 
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it will now assume a special importance in its relation to the ov 
survey of national resources which will form the background to 
Congressional debate on the Marshall offer. 


é 


Shorter Notes 


Washington reports suggest that the “farm bloc” in Congress 
is worried by a Geneva decision on export subsidies. The sub- 
committee working on the subsidy definitions in the charter of 
the International Trade Organisation is understood to have put 
a definitive limit of two years on all export subsidies operating 
without approval of the ITO, and to have rejected the American 
plea that member countries should decide for themselves whether 
or not particular products are in “ burdensome supply.” 


* 


Mr Wallace’s appeal to labour and small farmers to wipe out 
the “reactionary feudal leadership” of the Democratic party in 
the South as the “one course to save the Democratic Party ” 
suggests that Mr Wallace is seeing political flying saucers. The 
South is the base on which the Democratic Party relies ; it is up 
to liberal Democrats in the North to elect the Congressmen who 
will pivot the direction of party policy. Mr Roosevelt, it is true, 
might have won the last election without the solid South ; but 
neither Mr Truman nor Mr Wallace have the same political mag- 
netism, and even Mr Roosevelt failed miserably when he tried 
to purge the party. Mr Wallace is seeing the red corpuscles in 
his own rather starry eyes. 


THE WORLD OVERSEAS 





The French Economic Crisis—II 


A Question of Confidence 


(From Our Special Correspondent) 


T is on the financial front that the main threat to economic 

stability and industrial rehabilitation is to be found. ‘The 
Mounet Plan was based on the assumption that “ as from 1947 the 
equilibrium of the current budget is established without any 
equ:vocation.” That assumpticn, unfortunately, has not been 
realised. There were some attempts to establish a balance of the 
budget for the current year and, though the original estimates 
showed expenditure of 660 milliard francs and revenue of §50 
milliard frances, giving a deficit of 110 milliard francs, by compres- 
sion of the expenditure and substantial projected increases in taxa- 
tion, these figures were later adjusted to 610 and §90 milliard francs 
respectively. These latest estimates have, however, been thrown 
mto the melting pot again partly as a result of the new social 
security programme and partly through rises in civil servants’ pay 
that have been conceded while the budget was in course of dis- 
cussion before the assembly. The effect of these cannot yet be 
It will, however, be surprising if the 
gap between revenue and expenditure in the ordinary budget 
can be narrowed to less than 100 milliard francs for the current 
year. 


This deficit and its impact on confidence in the currency have 
Created a vicious circle of inflation. There have been substantial 
maturities in recent months which the public have not been 
Prepared to renew and which, therefore, have had to be taken up 
in Jarge part by the Central Bank. The ceiling of temporary 
vances from the Bank of France to the State was recently 
“faised from 100 milliard to 200 milliard francs, and by July 3rd 
this particular item had already risen 17} milliard francs above 
the previous ceiling. The course of inflation and its impact on 
Prices and wages can be measured by the table which follows. 
The observer cannot help remarking how much of the excellent 


work which is being achieved in France is being constantly eroded 
and undermined by monetary inflation, the most pernicious of all 
economic enemies. It distorts production, it puts people in the 
wrong and unproductive jobs, it destroys the desire to save. 
When added to an artificially held rateof exchange, it plays havoc 
with import and export trade and must nullify any planning of 
the balance of payments, 


Average, Average, 
1938 1946 1947 
' (in milliard francs 

Bank of France— 

Note Circulation ... 101-7 605:1 (July)8i6-4 

Advances to State.. 46:7 450-4 652-1 
Prices — 

Wholesale ......... 100 648 (Apl.)847 

tes i cucu wc nan 100 645 i Ot 
Salatite 1 fe ee 100 375 (Jan.j480 
Ordinary Shares. ..... 100 875 = (Feb.)1,028 


The deterioration in this balance of payments has gone appre- 
ciably beyond the estimates of the Monnet plan, partly because 
of the impact of higher import prices but also because of the short- 
fall in the export programme. The original estimates for 1947 
showed a deficit of 188 milliard francs, or 1,555 million dollars. 
The later estimates show a prospective deficit of over 1,800 million 
dollars; the main items*of which are given in a table on the next 
PThe main sources from which this deficit is being covered are 
the mobilisation of private investments, which is expected to yield 
about 400 million dollars, external loans of 640 million dollats, 
mainly from the United States and the restitution of gold 
by Germany to the vatye of 95 milliop and the balance of 
about 660 million dollars mainly out of the gold reserves of the 


200 


Bank of France. These have been dwindling fast and are now 
at the equivalent of 540 million dollars, which begins to appear 
very close to the irreducible minimum. France, in other words, 
is in a graver balance of payments crisis than even Britain. And 
it was admitted in the course of last week’s debate on the budget 
that at the present rate of drawing France will have come to the 


Original Revised 
Estimates Estimates 
(in million dollars) 
Payments— 


Impotteli S. to o08 2,785 3,158 
Exports and tourists 1,230 1,500 
Current Deficit... ...... 1,555 1,658 
Contribution to Monetary 
POE in ck 5 Ses bacesns nap 147 


Total Deficit. ...... 1,555 1,805 


end of her gold reserve in two months. In viewing the inflationary 
situation this factor should not be lost to sight. If the flow 
ef imported articles which is now coming in on the basis of 
credits is arrested or even seriously cuitailed, without a corre- 
sponding expansion in domestic production, all the forces making 
for increased prices are bound to gain added momentum. 

What hope is there of remedying this unsatisfactory situation? 
The budget problem is fundamental. Any scope for further re- 
trenchment is far more than neutralised by the increasing scale of 
expenditure that rises almost inevitably in the wake of mounting 
prices. Rates of taxes are high. If only they applied to the 
whole of the taxable income France’s budget problem would be 
solved. Unfortunately they do not. The cynic’s remark still 
applies: “La France est un pays de fiscalité excessive heureuse- 
ment tempérée par la fraude.” Large sections of the population, 
farmers, shopkeepers, doctors, dentists, all those who do a cash 
business, ate by and large defrauding the revenue. The need is 
not for higher taxation but for the enforcement of existing taxes. 

The position might have been different had the government 
on the morrow of liberation introduced a drastic currency purge 
but it is useless to cry over this lost opportunity now. The 
damage has been done, andthe task ahead is to break this vicious 
circle of lack of confidence in the government’s credit and in the 
stability of the currency. The solution must obviously be pro- 
vided not merely in terms of financial technique involving ulti- 
mately a further devaluation of the franc but in terms of political 
ection which will restore confidence in the stability of the regime. 
The prospect would seem dismal were it not for the natural 
wealth of the country and for the fundamental qualities which 
the French still possess: a capacity for hard work and a thrift, 
which has miraculously survived all the inflationary discourage- 
ments against which it has had to contend, 


Germany’s Growing 
Proletariat 


[BY A CORRESPONDENT] 


6 te = distribution of manpower among occupations in Germany 
has been fixed in its main features for some time ahead, by 
the general economic situation of Germany and by social re- 
grouping. Today more than three-quarters of the population, as 
against —?— per cent before the war (1938), must be considered, 
because of the occupations they follow and their incomes, to 
belong to the lower classes. 

The country and industrial proletariat, propertyless and exposed 
to crises, comprises one half of the population. The middle class 
has been reduced from its former percentage of 38-39 per cent 
(including 1-2 per cent upper class) by almost a half and is 
continually losing members to the lower social grades. 

Factors responsible for this trend are the continual wastage 
of capital, insufficient employment opportunities for the main- 
tenance of previous standards of life, and the partial exclusion of 
men from their former occupation groups by denazification. 

The number of men workers has fallen, absolutely as well as 
relatively. In 1939 there were 22 million male workers, of whom 
12 million were labourers. In October, 1946, the day appointed 
for the census of population and occupations ordered by the 
Control Council, there were 17 million male workers including 
aoony wip ogee npr o ales omar tae , as a result of the loss of 
men in the war and post-war years, the census shows ‘140 women 
against every hundred men. 
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The industrial worker, overwhelmingly represented — by 


unskilled labour, seldom now works more thar a 40-hour 


week, on an average. In the French zone the working week 
in the metal-working and high-grade machine industry. js 
seldom more than three working days. Raw materials, power, and 
often the financial resources to employ workers on unproductive 
clearance work or repairs, are all lacking in the factories. Wages 
and salaries have been rising, but the prices for essential goods 
have on the average risen, although the price stop is being main. 
tained by military governments. The earnings of the industrial 
worker are no longer sufficient to satisfy essential needs and to 
feed a family. 


Access to Grey Markets 


The industrial worker in the country, for example, in south 
and south-west Germany, is far better off than the worker in the 
large cities of the north and west. This is not the consequence 
of differences in earnings—although there are a few differences 
in favour of the city dwellers—but of the easier access to the grey 
market. This access is a vital necessity for every German who 
is not employed in agriculture, and its absence produces the 
severest physical and psychological consequences. Already many 
are no longer able to buy in this market, either because their 
incomes are too low or because of their lack of personal posses- 
sions. A method of alleviating their plight which is being m- 
creasingly adopted, is the attempt of managements to give their 
workers each week or month, in addition to their pay—or to sell 
them at cost price—miaterials and finished products up to a certain 
proportion of their industrial output. These regularly accruing 
goods, in the form of textiles, bicycle tyres, metal goods, and so 
on, relieve the workers’ modest budget, and so far as they exceed 
his own personal needs, serve him as welcome objects for barter 
on the grey market or for sale at black market prices 

The skilled worker is also in a better position because he is 
himself a factor “in short supply.” There are far too few skilled 
workers, partiy because of the heavy losses of the war and partly 
because many years’ training were missed by the young. Busi- 
nesses do their best to keep their skilled workers and carry them as 
a fixed charge even when work is short and labour is cut dowa, 
The skilled worker is generally sure of his income, even when 
unskilled workers are being turned on to the street. 


Artisans without Tools 


In Germany to-day the artisan is undoubtedly the prince of all 
manual labourers who are not employed on the land. For it is 
to him that tens of thousands turn each day to prolong their 
middle-class existence with repairs to their houses, clothing, shoes 
and cars. His work puts ):im at the centre of the primitive barter 
economy which now prevails. But he has kept up his income 
amid the chaos of the German currency only by appearing as a 
supplier in the black market—in many cases as a monopolist in 
his particular sphere. here is no doubt that this has oftea 
occurred, for few could resist for long the opportunities that now 
exist. Three key shortages affect the artisans: Firstly, there are 
too few of them to meet the much increased demands for repairs 
and new goods. Secondly, there are not enough workshops in 
the bombed cities, where the demand for their work is most 
urgent. Thirdly, there are not enough tools, instruments and 
raw materials. Nails, wood, dyes, glue, paintbrushes, studs, saws, 
planes, screws, and a thousand other articles are short. So are 
spare parts for cars, machinery, and equipment. Distribution of 
those available cannot be changed to meet the different degrees 
cf urgency, which are continually changing. Moreover the farmer 
appears, directly or indirectly, almost everywhere in the same 
market as the one strong competitor with the 2-«san. 

The great gaps which the war has torn in tae ranks of artisans 
have not been filled from the stream of refugees. The greater 
part of these consists of women, children, old men and the sick. 


Many artisans and skilled workers have been retained in those. 


countries of Eastern Europe which are turning Germans out—for 
example, in Poland—generally as useful work-slaves, partly to 
provide makeshifts and often with some assurance of ¢ long 
stay being rewarded with the grant of citizenship. The conditions 
among refugees who have been received into Bavaria are typical 
for almost all districts of the British and US Zones. To-day 
20 per cent of the Bavarian population are refugees. A quarter 
are engaged on.totally new jobs. Half of them are workless, and 
this half represents three-quarters of the unemployed in Bavaria. 

The problem of recruitment to handicraft occupations is diffi- 
cult to solve. Young people are not favourably disposed to handi- 
craft as a life work. And it is also significant of the general trend 


that a larger part of the recruits than in normal times comes from — 


the ranks of the mieidle-class, seeking immunity from crises. 
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further source of recruitment may be the retraining of clerks, 
sae officers and soldiers and the politically tainted, who have 
left their occupations. ‘ 

The number of retail and wholesale businesses has continuously 
declined since 1939. ‘The smaller volume of goods, the enrol- 
ment of shopkeepers for war service, the closing of undertakings 
not important for the war, the destruction of business premises, 
warehouses and delivery firms by bombing has reduced the number 
of middlemen’s offices. Half the pre-war wholesale trade has 
disappeared. The concerns which still exist are working at a loss. 
The circulation of goods has fallen to about a quarter of the pre- 
war figures. The disappearance of the middlemen’s trade is un- 
doubtedly a cause of the reduction in the middle classes, On 
the other hand the business of the middlemen in Germany has 
not broken down. It still exists to carry out its distributive func- 
non, even if transactions are not profitable, 


Hungry Civil Servants 


In most countries the number of clerks and officials in the 
public service has grown appreciably in the last few years, but 
in Germany the growth has been quite disproportionate. Today 
the proportion of employed persons in public service in Germany 
is 17-20 per cent. This growth cannot be explained merely by 
the extension of the State’s functions. The chief reason is that 
goods available for circulation are so scarce that priorities and 
correct distribution must be most closely examined. The 
grotesque result is that to distribute some goods requires more 
men than to produce them. 

Another reason for the growth in the number of officials is 
that there are four different zonal authorities. In the British 
and US Zones alone there are eight different governments with 
fully-staffed ministries, including the denazification authorities 
with their investigating staffs and camp personnel. In addition 
there are the bi-zonal offices, whose staffs are estimated at several 
thousand. 

The social and economic position of the public employees in 
Germany is unique in that this group stands outside the circle 
of barter, receives no eatnings in kind and is generally compelled 
to act in an upright and non-party manner. Undoubtedly this 
standard is maintained by the overwhelming majority, but it is 
also a fact that civil servants and their families are among the 
worst nourished people in Germany. They are deprived of every 
opportunity to make extra provision for themselves by the rigidity 
of their incomes and temporary overwork. It was not surprising 
to fird the head of the bi-zona]l economic department in Minden, 
Dr Agartz, temporarily unable to continue his duties owing to 
“hunger-sickness.” There are, of course, exceptions; some 
public employees or officials have acquired so much power that 
compensation comes to them either indirectly or by quiet bribery. 
But this can develop only in a limited provincial, or still smaller 
framework, and broadly speaking has no significance for the 
general. situation. 


A Country of Clerks 

Germany has for a long time been a country of clerks—the 
white-collar proletariat with a bourgeois and middle class outlook. 
Unemployment is greatest among clerks ; for example, in Bavaria 
out of 430,000 clerks, 171,000 are unemployed—i.¢., 36 per cent 
of the total in Bavaria. In Hesse the proportion is 40 per cent 
and in Hamburg and Lower Saxony (Hannover) almost 60 per 
cent. Among refugees are many unemployed clerks.. In the 
Russian zone there is not the same degree of chronic unemploy- 
ment, since the ruthless enforcement of the obligation to work and 

he worse material conditions led earlier to a change of occupa- 
tion, partly into agricultural employment. The position of clerks 
is particularly difficult in areas which were centres of trade, such 
as Hamburg, which before the war conducted the major part of 
Germany’s foreign trade. Here there was a concentration of 
clerks which could only be broken up by their moving to other 
Occupations, retraining or setting up on their own. 

Among intellectual workers the present situation is marked by 
two fundamental facts. Firstly, they are—with few exceptions— 
outside the barter economy, and dispose of no goods to supplement 
their earnings. But, unlike some officials, they do not have func- 
tions which alter the chance of earnings in kind. This applies to 
Many artists, scientists and writers who work directly for the 

. They receive no extra rations of any kind for long or 

vy work. Secondly, the intellectual with private means of 
the pre-war years has for the most part given place to the 
: intellectual.” ‘The intellectual worker is therefore 
almost entirely on the direct fruits of his work. To 
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acquire a steady income of capital from intellectual activity is 
impossible ; so he has to rely on his earnings from job to jeb. 
With these he has to meet his expenses in the grey and black 
markets either by money or by sale of valuables which he still 
possesses. 


Corruption of the Intellectuals 


Yet it is to this class that the task of developing the 
ideals and practice of a new German democracy is entrusted. 
Taking the line of least resistance, he is secking to meet his basic 
needs in three ways: by entering an occupation which provides 
food, even if only temporarily; by spending part of the day 
doing business in food and stimulants on the black market ; or by 
revising his philosophical and political attitude to seck a place 
in the social organisation of eastern Europe. One thing is certain: 
the present situation does place many of those with creative 
intelligence before decisions which lead straight to intellectual 
corruption. Above all, there is still a shortage of intellectuals. 
Denazification has removed some of them. But a main cause of 
the shortage is the recognition that intellectual activity -equires 
effort of a high order, in which production is not limited to the 
eight hour day of other occupations. One.«consequence is: that 
the new German press is not getting the editors or staffs needed 
to fulfil its function. 

How will it be with the coming generation? The universities 
are filled to over-flowing. The desire to study which was re- 
pressed in the war years and the loss of such centres as the great 
universities of Kénigsberg and Breslau have caused accommoda- 
tion crises. The future prospects of employment for students 
may seem quite fair because denazification has torn large gaps 
in the professional ranks. But it must not be forgotten that court 
proceedings and amnesties (in the western zones the average wait- 
ing period is five years) will rehabilitate many persons who will 
be able to return to their former professions. On the other hand 
the living difficulties of many students and their despair about 

recovery is leading many of them either to take up 
practical work or to join the growing intellectual proletariat. 


A Trade Policy for 


Scandinavia? 


[FROM OUR STOCKHOLM CORRESPONDENT] 


THE presence of Scandinavian delegates at the Paris conference 
to consider the Marshall offer has stimulated discussion, even at 
Official levels, of the extent to which their countries can collaborate 
and frame a joint economic policy. The debate on economic 
collaboration has of course been going on for more than three 
quarters of a century. But up to now it has not produced any 
concrete results, being mainly conducted on an ideological or even 
sentimental level by interested private organisations. This article 
records some of the lines along which discussion is being con- 
ducted in Sweden. 

The main reason for examining the possibilities of wider Scan- 
dinavian economic collaboration is the present evidence of strong 
autarkic tendencies in the international field. Against this back- 
ground there is an urgent interest in breaking down the walls 
between the northern countries and in trying to establish some sort 
of co-ordination of economic and commercial policy. To make this 
possible it is, however, necessary to weed out from the debate all 
sentimental arguments that have been obstacles in the past. In 
the first place this collaboration must not be a goal in itself ; each 
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individual country has to get some concrete gain out of it. In the 
second place all plans in this field must be worked out with the 
proviso that it 1s impossible to lock at the Scandinavian countries 
as an isolated unity. This is evident if one analyses their foreign 
trade figures. During the last pre-war year, 1938, only 12 per 
cent of the Scandinavian states, total foreign trade was in Scan- 
dinavian products. Even if it were possible by various measures 
to increase this percentage, it is clear that the states with their 17 
million inhabitants can never avoid being dependent on such 
markets as Great Britain, the USA or South America. 

This last reminder is of special importance when discussing 
the possibilities of increasing inter-Scandinavian trade. Here the 
question used to be how these countries could redistribute their 
foreign trade to embrace more Scandinavian and less “ foreign” 
goods. This is obviously not a very fertile basis for discussion. 
The object instead should be to evolve a better division of labour 
between the countries and thus create means for increased pro- 
ductivity in the:r economies. 


Resources in Common 


A cursory survey shows the similarities in the economic struc- 
tures of the four nations. All have a labour force of the highest 
quality with old handicraft traditions. For Sweden, Finland and 
Norway the forests are one of the most important sources of raw 
materials, providing the basis for a considerable percentage of 
domestic and export industry. These same countries, especially 
Norway, have big .vserves of water power. Except possibly in 
Sweden, manufacturing industry is by no means predominant, 
agriculture still being considered the “ mother trade.” Both in 
Sweden and Norway, and partly in Denmark, fishing plays a con- 
siderable réle. Sweden has special advantages in her big iron ore 
deposits and her traditions in the iron and steel and engineering 
industry. It is significant that more than 40 per cent of Sweden’s 
industrial workers are employed in heavy industry. Sweden’s 
higher degree of industrialisation is the main reason wiry more 
than half of inter-Scandinavian trade in 1938 concerned Swedish 
goods. 

An expansion of inter-Scandinavian trade cannot be built on 
their traditional export products. Before the war Denmark’s 
exports consisted of 80 per cent of agricultural products, and this 
item will no doubt dominate her trade balance in the future. 
The capecity of the four countries to absorb more of these com- 
modities is very limited, as they are more or less self-support- 
ing in agr:cuitural products. The pre-war exports of Finland 
were based to the extent of 80 per cent on forest products. As 
the corresponding figures for Norway and Sweden were respec- 
tively 25 and 37 per cent, the result also here is in the main 
negative. : 


Expanding Home Markets 


Another approach to this problem may be attempted. Efforts 
to expand trade between these countries might instead be made 
with commodities that have so far not been included in their 
export statistics or perhaps not been preduced there at all. In 
other words, attempt might be made to create for these com- 
modities a more stable and extensive “ home market ”—embracing 
the four states—than each individual country alone can offer. 
Experience—especially from the USA—shcws that a primary 
condition for developing a mass production industry is a big 
domestic market, which makes it possibie for firms to produce in 
long series without paying much attention to export prospects. 
By this means the Swedish cheap-furniture industry or the Finnish 
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glassware industry might become world exporting industries; ‘the 
production of certain household appliances in Scandinavia woyj4 
no longer be uneconomic, and so on. : 

Norway has two big potential export articles which could be 
directed towards this northern market. Norway has big unused 
water-power resources, while Sweden is beginning to run short of 
easily accessible waterfalls, and Denmark has to rely on coal for 
her electricity output. The problem here—besides the technical 
one of transferring electric power over big distances—is primarily 
to find a method of financing the necessary new construction. 
The shortage of capital, labour and building materials in Norway 
will remain for many years ahead. It should not be impossible, 
however, to work out some sort of sglution whereby Danish and 
Swedish capital, raw materials and technical assistance are 5 
plied, while in return Norway delivers over a number of years 
a certain percentage of the output of the new water power stations, 
The other latent export commodity is provided by Norway's 
tourist attractions. With rising standards of living the Danes, 
Finns and Swedes will more and more go abroad on their 
holidays. Norway could probably attract a great part of this 
tourist traffic to its fiords and mountains, 


Tariffs and Autarky 


To carry through a programme for establishing a Scandinavian 
“home market” pre-supposes among other things agreement that 
one country will not start subsidising production of something 
which another member of the group is already producing in sub- 
stantial quantities. Another condition is the reduction—and 
finally abolition—of tariff walls between the four states. That 
such a scheme is not just day-dreaming is evident from the 
recently published treaty between Belgium and Holland, which 
has the same object. One should not, however, close one’s eyes 
to the fact that autarkic tendencies have since the war made 
themselves strongly felt in Scandinavia. Norway seems intent 
on building up a heavy industry in imitation of the Swedish 
iron and steel industry. Finland is working in the same direction 
under the compulsion of its reparations obligations to Soviet 
Russia; and the disappearance of Germany as a supplier has 
had a similar effect on the Swedish economy. But if present 
bilateral tendencies in the international field continue, they should 
act as a stimulant to the Scandinavian countries to start muki- 
lateralism at least in their part of Europe. 


Speaking as One State 


Future economic collaboration should not be limited to the ex- 
pans:on of trade between the four nations. Prospects for arrang- 
ing co-operation seem favourable in other fields as well. One 
is reminded of the close collaboration in the export markets 
that existed even before the war between the timber industries of 
Sweden, Finland and Norway. If such measures are not con- 
sidered as infringements of the international trade charter, ‘this 
form of collaboration might be extended to other commodities 
and markets, and perhaps in the future might embrace a common 
policy On international commerce. These smal] countries would 
gain greatly if they were able to speak as one state. ‘ And in this 
connection stress can be laid on the exceptionally successful ex- 
ample of collaboration that exists in the recently established inter- 
continental airlines company, the Scandinavian Airlines, which is 
owned and operated jointly by Denmark, Norway and Sweden. 
By pooling their resources these three countries have managed to 
create a highly competitive and efficient organisation. 

Internal problems, too, could be solved through co-operation 
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between the four countries. A few exar-ples of a technical and 
organisational nature may be mentioned. Research is not only 
becoming essential in industry but is demanding more and more 
7 money and elaborate laboratories, The individuai country is 
) generally too smail to afford what is necessary, It should not be 
: impossible to create joimt research institutes, not for production 
problems, but for work of a basic nature, preferably attached to 
the universities. The Scandinavian states might also plan the 
standardisation of commodities in order to limit the number of 
types produced in each field. . 

Two things should be emphasised in conclusion. Firstly, that 
for obvious reasons Finland’s chances of taking part in a scheme 
of collaboration are very. limited so long as it is making .repara- 
tions payments. And account must be taken of the fact that Russia 
has discouraged Scandinav.an co-operation in the field of military 
and foreign policy. Economic collaboration might be less frowned 
on. Secondly, it must be borne in mind that to build up Scan- 
dinavian co-operation would be a slow process, during which many 
national differences and vested interests would show up. But the 
jdea should never be considered impracticable. What is needed is 
that it should be taken up on a more formal basis. 


Another Purge in Rumania 


[BY A CORRESPONDENT] 


Tue arrest of Mr Maniu, leader of the Rumanian National 
Peasant Party, and several of his chief lieutenants, marks a new 
stage in the consolidation of the dictatorship. A group of pro- 
minent members of the party were arrested by the police as 
they were about to set off in an aeroplane for Turkey. The 
group included Mr Mihalache, who may be described as the 
co-founder of the party, and has in the eyes of many of its 
supporters a prestige equal to that of Maniu. It seems in- 


credible that Mihalache would have left the country without 


informing Maniu. To that extent therefore the Rumania authori- 
ties are probably entitled to accuse him of “complicity.” Cer- 
tainly none of these men would have been given exit visas if 
they had applied legally for them. Moreover the present regime 
has allowed them no opportunity of peaceful and overt political 
activity. : 
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That these men should have felt helpless and should have 
wanted to leave the country is understandable, though to many 
of their followers it might look like desertion. It is less easy to 
see what they hoped to achieve abroad. Here inspired comment 
in Bucarest has offered the usual explanations. The “American 
imperialists ” are to blame. A few Weeks ago a committee was 
set up in the United States of exiled Balkan peasant party 
politicians, which has the blessing of Dr Macek (Croatian Peasant 
Party), Milan Gavrilovic (Serbian Agrarian Party), Ferenc Nagy 
(Hungarian Smali Farmers’ Party—ex-Premier) and Dr G,.. M. 
Dimitrov (Bulgarian Agrarian Union). The American Time 
recently stated that Rumanian representatives were shortly ex- 
pected, and this is asserted by the Rumanian Communists to be 
“proof” of the “ guilt”. of Maniu. Rash would be the man 
who would exclude @ priori the possibility that official or un- 
official Americans may have made suggestions to Maniu and his 
friends. Another possibility is that the whole affair was a trap 
set by the authorities. 

* 

Whatever the true explanation, it may be safely assumed that 
the opportunity will now be taken to liquidate the opposition. 
Hitherto Rumania has been some way behind Jugoslavia, and 
even behind Bulgaria, in her “evolution” towards “the only 
true democracy.” Though organised opposition activity was 
prevented by local police terror—conducted of course on instruc- 
tions from the government—the opposition leaders remained 
at liberty and there were at least two opposition newspapers in 
the capital. This was a result of the Three Power Conference in 
Moscow at the end of 1945, at which further undertakings were 
given by the Rumanian Government to maintain political free- 
dom—in virtue of which it was recognised in February; 1946, by 
Britain and the United States. The existence of even this slight 
Opposition activity, coupled with the knowledge of the Govern- 
ment’s unpopularity in the country—especially among the pea- 
sants—gave some support to non-Communists inside the Govern- 
ment, above all to the Social Democrats and to the Liberal group 
of Tatarescu. Now the screw has been given several turns, thie 
opposition will be driven underground, and any non-Communist 
politicians who do not come to heel can expect swift treatment. 
A further bastion will have been created against “ international 
reaction ” and “ Marshall dollar diplomacy.” 
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Portents tor Investors 


HIS has been a bleak week on the Stock Exchange. In 
terms of falling prices, it compares with the slump of 
May, 1940, or with the fuel crisis losses of late January 
and early February. And the atmosphere, moreover, has 
reflected bewilderment and a sense of crisis. Investors are 
rightly perturbed when they find stocks like Alexanders Dis- 
count and Distillers marked down 6s, 3d. in a single day, In 
the gilt-edged market, all the theoretical resistance points have 
been pushed aside with each successive fall in prices. By an 
ironical change of fortune, Mr Dalton now finds himself indeed 
confronted by “the solid phalanx of the 3 per cents.” But 
the Chancellor appears to have abandoned his role of the 
Galahad of cheap money, and assumed instead that of Ferdinand 
the Bull. His part during the last week or two has been 
entirely passive ; he has not even taunted the dealers in gilt- 
edged for “oss of nerve ”—nervous they undoubtedly are, but 
he appears to have forgotten their existence. And the “ patriots ” 
whom he applauded for their part in the 2} per cent Treasury 
Stock issue last winter are now wondering if patriotism is enough 
to compensate for a capital loss, in the space of six months, 
equivalent to ten years’ net interest. 

Deserted by their inflationary champion, fearful of the im- 
pending economic crisis, and yet disturbed by the possibility 
of political changes, gilt-edged and equity markets alike have 
become increasingly “confused and disjointed. The gilt-edged 
market, in particular, felt the need for some symptoms of 
recovery last Monday, amd when recovery did-net-come, the 
volume of selling quickly increased. The market put out distress 
signals, but the authorities did not, apparently, think it expedient 
to launch the lifeboat. Investors have been quick to draw the 
obvious inference—that the authorities think that conditions 
are too rough to make rescue operations worth while, perhaps 
because the lifeboat itself is loaded to the gunwales with 
Treasury 24’s and other issues which the general investor has 
not taken aboard. The 2} per cent cheap money target has 
been implicitly abandoned, and the reality.of 3 per cent, it would 
seem, already conceded. Treasury 3 per cents, 1966 or after, 
have fallen to 99}, including 19s. 1d. of gross interest, to yield 
£3 2s. od, per ceat on the possibly optimistic assumption of 
repayment in 19 years. Savings 24’s, 1964-67, fought for their 
resistance point around par, and lost ; they now stand at 967%. 
to yield £2 15s. 4d. per cent over 20 years. As for the undated 
stocks, they were out of line withthe 20-year issues and with 
the shorts. For who could defend the logic of £2 17s. 11d. per 
cent on 25 per cent Consols and £2 18s. 4d. per cent on 
“ Daltons ” when the 20-year issues and the nearer-dated Savings 
3’s now stand on, or close to, a 3 per cent yield basis, and 
when even on a §-year stock like 33 per cent War Loan the 
gross redemption yield is as much as £3 1s, 6d. per cent? On 
such comparison the falls in Old Consols and Treasury 24s to 
833 on Thursday are wholly justified. 

These adjustments illustrate the reappearance of selective sup- 
port in the market. Already, as the detailed analysis of the yield 
structure on page 208 suggests, they are giving professional 
investors plenty of scope for switching operations, and there will 


be greatef opportunities when the market has grounded. 
It might be argued that investors are in danger of over- 
estimating the gravity of the British economic problem, just 
as three weeks ago they were guilty of discounting it too light 
heartedly ; that the Chancellor has lost face, but not the whole 
of his power ; that enough American aid, in time, will transform 
the situation; and that one-way markets like these always 
exaggerate the effects of bad news. But the counter-arguments 
so these points leave little room for encouragement. The in- 
vestor may be justified in his fears about the economic prospect 
precisely because he sees that the Government has decided so 
late to do something about it. He may admit Mr Dalton’s residue 
of power to intervene, but he is also aware that within the next 
five months the ground may have to be prepared for the issue 


_ of compensation stock to railway stockholders on the best terms 


the Treasury can secure. Even the authorities cannot do every- 
thing, and they may have to choose between support now or 
support later. Timely American aid is in the lap of Congress. 
As for the technical position of the market, it has not been 
strengthened by the ready-made opportunities which the bears 
have enjoyed. during the last ten days to cover their “positions, 
and some observers think that a partial recovery might bring 
out more selling from disappointed camp followers of the cheap 
money policy, and also from industrial holders of gilt-edged. 

The fact that the authorities have been forced into acquiescent 
retreat with the market throws some doubt on the chances of 
stabilising the gilt-edged list even or. a 3 per cent basis, but the 
balance of possibilities suggests that this will become the new 
datum level. Three per cent is widely accepted as a reason- 
able limit to which cheap money should be driven. The 
Chancellor over-reached himself with 2$ per cent Treasury 
Stock, and he is now reaping the consequences. An element 
of bluff is an essential ingredient in all forms of promotion, 
and a cheap money promoter, no less than any other, cannot 
afford to have his his blaf called. Failure in this respect invites 
a sacrifice of all the advantages which the cheap money policy 
has yielded in cheaper long-term borrowing—but the sacrifice 
falls, not on the Exchequer, but on the investor who took the 
Chancellor’s intentions at their face value, and was not oppor- 
tunist enough to secure a ready-made capital profit as the cheap 
money drive progressed. It also falls on holders of a very 
wide range of investments outside the gilt-edged list. Shares 
of banks and insurance offices have been particularly affected 
this week, not merely because these institutions are large holders 
of gilt-edged securities and might have to make special provisions 
against investment depreciation, but also because their relatively 
stable dividends make them sensitive to change in the market 
rate on gilt-edged stocks. 

Where do equities stand after this week’s events? The 
Financial Times industrial ordinary share index, which touched 
140.6 on January 17th, stood at 131.8 on July 23rd when the 
storm was gathering. A week later, the index had fallen to 
122.5, well below the earlier low point of 124.4 during the 
February crisis. During a period in which 2} per cent Treasury 
Stock has depreciated by Sa: Rte Sats lending secbeeriah oes 
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have fallen 13 per cent from the January peak—though this 
was admittedly something of a false peak. The loss of market 
confidence and the rise in interest rates have together exerted 


a powerful pull on ordinary shares andthe .scéptics may, be | 
wondering wherein lies the vaunted value of équities as a hedge’ 


against inflation. Yet the equity element has been at work, It 
jg illustrated in the accompanying chart, which compares the 
course of ordinary share, prices with ordinary dividends and 
earnings computed from The Economist’s records of company 
profits. During the first quarter of this year, company reports 
showed an increase in ordinary share earnings to 30.4 per cent 
(compared with 21.0 per cent for companies whose. reports 
appeared in the first. quarter of 1946), while the average rate 
of ordinary dividend. rose from 15.1 per cent to 22.9 per cent. 
The reduction in EPT to 60 percent clearly had a significant 
efiect on these figures, and its total removal in 1947 would, 
in the ordinary course, produce even more spectacular results. 
But the course is not ordinary. Investors have received ample 
warning that the effects of the February fuel crisis will not be 
fully visible in company profits until. next year. To guess 
whether they will be outweighed by the disappearance of 60 per 
cent EPT (minus the extra 7} per cent distributed profits tax) 
js quite fruitless, for the incidence of the crisis, like the inci- 
dence of EPT itself, varies with every company and with every 
industry. 


x * * 


In any event, the market has long since exhausted its search 
for the so-called EPT’ beneficiaries. Its business now is to 
attempt to discount the possibility of a fuel and power break- 
down next winter, unless industry gets sufficient stocks of coal 
and the staggering of the industrial power load proves effective. 
And it is rightly paying close attention to the rising trend of 
costs, to the growing evidence of concealed unemployment in 
many industries which cannot secure a regular flow of raw 
materials, to falling productivity resulting in part from the 
five-day week, and to the decline of the seller’s market, not 
only in export markets, but also in some sectors of the home 
market. If the Government takes serious measures to reduce 
the external deficit, production is bound to suffer in many 
industries which have hitherto enjoyed some degree of priority, 
but which would be pushed below the line under conditions 
of ultra-austerity. Producers of consumers’ durable goods, for 
example, would rank below producers of capital goods. The 
profit-earning capacity of many of the smaller concerns in the 
metal fabricating industries, which have done well, within their 
quotas of raw materials, during the past year or two, would 
be radically changed. And even the basic industries, with their 
superior standing in the priority lists, might well find it difficult, 
in such circumstances, to secure enough coal, steel, non-ferrous 
metals, timber and other scarce materials to maintain a regular 
flow of production, One of the painful lessons of the February 
crisis was the renewed discovery that industrial profits are a 
small residuum, after meeting all costs of production—and the 
costs of non-production. And ordinary share earnings represent 
only a part of this residuum, and are, consequently, the more 
vulnerable to any interruption of industrial activity. 


* 


Whether the British economic problem is solved by a positive 
Policy of disinflation, or whether it solves itself by a further 
bout of inflation, rising prices and scarcities, is still an open 
question. But investors should beware of accepting too auto- 
matically the doctrine that equities provide a safe refuge against 
inflation. There is no evidence at present which points to a 
fall in industrial profits as a whole—indeed, all the signs suggest 
that a further increase in profits is to be expected during the 
Next year or two. But there are several reasons why this 
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broad expectation of a further expansion in earnjpgs should 
not be interpreted as a general sign for indiscriminate buying 


.of equities, merely because they are equities. First, if a serious 


policy .of ,disinflation is-umdertaken by the Government, it is 
bout bl affect thé level “of output and profits of particular 
industries, by reducing their supplies of raw materials and 
perhaps their labour. Alternatively, if there, is no attempt»to 
compress the exigent force of demand, these: industries will 
be further forced to scramble for scarce raw. materials, their 
stocks will be run down still lower, and. they.. will find 
it. increasingly difficult. to sustain a regular flow of outpur. 
For these industries, the expectation of a further rise.in profits 
is far less assured than for the basic industries, like steel, 
engineering and textiles. Rising profits, however, are not the 
only component in rising ordinary share prices, for an. advance 
in equities also depends on the rate at which expectations of 
future profits are discounted, That rate is rising partly because 
the prospective course of earnings during the next year or two 
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has become more uncertain. To take only one illustration of 
this pomt, the investor may recall the events of last February, 
when many industries were prepared to ride the crisis, to retain 
their labour forces and pay them for standing still. The effect 
of this policy on costs and profits has yet to be seen, but industry 
as a whole calculated that it was worth paying the price to 
be ready to resume production at the earliest moment, in order 
to satisfy the high pressure of demand. But next time the 
costs may be greater than some industries can afford, because 
the demand for their products is already falling. 


* x * 


The conclusion seems to be that, although profits as a whole 
may increase further, the expansion will not be uniformly 
spread throughout the various sectors producing capital goods, 
consumers’ durable goods and articles for direct use. And even 
those industries with full priority for materials may be affected 
by any recurrence of last February’s difficulties. Meanwhile, 
the capitalisation of prospective earnings should be much more 
cautious than it has been during the past two years, partly 
because the rate of interest is rising, and partly because the 
industrial risk factor is greater. The post-war boom in equities 
has always been based on the assumption that industrial earning 
power would expand to keep pace with the fall in the value 
of money. The doctrine still holds good, but its application 
to particular industrial share groups must now become far more 
selective. Investors will delude themselves if they base their 
policy on the possibility of a general upswing in industrial 
earning power, or if they accept any group of equity share 
as an automatic hedge against inflation. 
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Is Copper Too Dear? 


HEN the Ministry of Supply reduced the price of copper 

a fortnight ago, from {£137 to £132 a ton, it was 
welcomed as a belated step in the right direction. But it also 
stirred up the old controversy whether the price policy of the 
non-ferrous metals directorate of the Ministry was sufficiently 
flexible, and its purchasing programme sufficiently far-sighted, 
to give the British consumer a fair share of the world’s copper 
supplies at reasonable prices. It is no secret that the Ministry 
of Supply would gladly be rid of its responsibilities for bulk 
purchase of non-ferrous metals. It is shedding the load of con- 
trol, in a tentative way, by enabling consumers to buy their 
supplies forward, and Mr Wilmot’s speech last Thursday week 
almost looked forward with favour to the day when supplies of 
non-ferrous metals would be sufficient to support an active metal 
market. 

This is a great change in the Government’s thinking on bulk 
purchase and official prices. But it emerges from a very differ- 
ent set of conditions compared with those of a year or two ago. 
During the war, when copper played an important role in 
munitions production, its price was pegged at £62 Ios. per ton 
in the United Kingdom and 11.775 cents a lb. in the United 
States. Demand for munitions purposes fell later in the war, 
and the recovery of consumption during the early stages of 
reconstruction was underestimated. Hence, between April, 
1946, and March this year the price jumped from £62 Ios. 
to £137 a ton and the New York spot quotation reached 23.75 
cents a lb. But since May the market has perceptibly eased ; 
new orders by American fabricating plants have slackened ; and 
in New York three distinct copper prices became discernible. 
The highest was 23} cents for foreign purchasers ; the lowest 
was approximately 19} cents paid by certain American fabri- 
cators who are financially interested in American copper mines ; 
and the third was an intermediate competitive price of 214 to 
21; centsalb. At the beginning of July this confusing position 
was Clarified and the New York spot price settled down at 214 
cents a lb. The reduced price now quoted by the Ministry 
of Supply is supposedly in conformity with the “ world trend,” 
but £132 a ton is still high compared with New York. As the 
Ministry is required to cover its trading costs, the new price 
reflects the level at which supplies have been purchased and the 
modesty of the reduction must, presumably mean that the 
Ministry still has to dispose of copper bought higher up. A 
further reduction, however, must be expected sooner rather than 
later, for quotations on the recently reopened New York markets 
are tending to tall. Some metal is being sold at 17.75 cents a 
lb. for delivery next March, whereas some days earlier the quota- 
tion was 19.30 cents for May. 


The problem of the proper price for copper is complicated 
by the history of the metal during the past five years. The 
highest wartime rate of consumption was concentrated in the 
early war years, when production of armaments and ammunition 
was being increased to meet prospective strategic requirements. 
In the last two years of the war, however, demand declined. 
Similarly, civilian demand in the first eighteen months or so of 
the post-war period was high ; pipe-lines had to be filled and 
stocks built up. When this process is completed, consumption 
is bound to settle down at a lower and a more stable level. 
And there are already indications, at least in the United States, 
that this period is now approaching, although in Britain it is 
undoubtedly some way off. In this situation there is some rele- 
vance in examining the prospects of normal supply and demand, 
and in discounting some of the extreme consequences of 
scarcity during the past year or two. 

The chief user of copper is the electrical industry ; in the 
United Kingdom about §0 per cent of total consumption is so 
used and in the United States 40 per cent. In this field copper 
is meeting competition from aluminium, but future prospects 
of expansion are clearly favourable. The electronic age is ina 
stage of early development and the demand for copper will 
expand with it. Shipbuilding is the second largest consumer 
of copper in Britain, and accounts for about 20 per cent of 
the total used. In America, this proportion before the war 
was much smaller, and an expansion of demand depends upon 
the prospects for shipbuilding which at present are not very 
favourable in the United States. With the increasing use 
of electrical equipment in marine engineering, however, the 
quantity of copper per ship is increasing, and this trend will 
be encouraged by the use of radar and similar equipment for 
marine navigation. The motor-car industry is another impor- 
tant copper user ; in Britain it accounts for only 5 per cent of 
the total amount, owing to the relatively small output of 
vehicles, but in the United States the automobile industry ranks 
as the second largest consumer. So far no satisfactory substitute 
for the copper radiator has been developed ; this requires 20 Ib. 
of copper in a representative 10-h.p. car, out of a total of 
40-45 lb for acomplete car. Copper is still largely used, either 
in a pure or alloyed form, for gaskets, petrol feeds, hydraulic 
brake lines and bearings ; in locomotives copper fire-boxes, 
boiler-tubes and valves are generally fitted. The demand for 
new locomotives and vehicles to meet present requirements will 
ensure a Correspondingly active demand for copper. 

The building trade may offer an opportunity for increased 
copper consumption in this country. In America the building 
trades accounted for 10 per cent of the average annual pre-war 
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r consumption. It may be that the tenacious preference 
of the British plumber for lead will be broken down by the 
acute shortage of that metal, but the change will hardly occur 
without re-educating the building trades in favour of «copper. 
In other uses, particularly in decoration, bras$ and other copper 
alloys have given place to newer materials, like plastics, Brass 
door-knobs and electric fittings, like brass bedsteads, are relics 
of.a past age and although part of this market may be retained 
by the development of new and improved copper alloys, the 
competitive effects of plastics and light metals in this field 
cannot be ignored. 


The demand for copper can be broadly divided into two 
ps. The first group consists of users who require copper 
for its technical properties—its high conductivity and resistance 
to heat and corrosion—and in the short period their demand 
will be relatively inelastic ; hence a rise or fall in copper prices 
is unlikely to induce any significant reaction in consumption. 
Copper will be used for marine cables, and aluminium, because 
of its lightness, for overhead cables, without much regard to 
the present price differential of £52 a ton between the two 
metals. The second group consists of those users for whom 
technical considerations are of smaller importance ; the demand 
of such industries will be more elastic, and it depends not only 
on the price of copper but also on the relative prices of possible 
substitutes. This group covers a large number of industries, 
although it represents a smaller porportion of the total demand. 


The trend in world consumption is given in Table I, which 
covers the two peak years of 1929 and 1937, the depression 
year 1932, 1938, and the post-war demand of 1946. Since 
in many cases secondary metal (that is, scrap copper re- 
covered and remelted) is included, the figures must be treated 
with caution. Nevertheless, they show that the general trend in 
pre-war years was upwards and that last year’s consumption 
(even with Russia and Japan excluded) almost equalled the high 
level of 1937. World consumption is naturally dominated by the 
United States, with Britain as a poor second—and that only 
because of the eclipse of the German copper fabricating industry. 
Significant increases in consumption have occurred among 
smaller European countries, including Sweden, Belgium, 
Switzerland, Spain and the Netherlands, but these do not com- 
pensate for the loss of Germany, and total European consump- 
tion is therefore still below the pre-war peak. In the short 
period, world consumption of copper will depend directly on 
the level of prosperity in the United States and any serious 
setback there would be quickly reflected in the price of copper. 
But there is every reason to believe that the secular rise in 
consumption which was evident before the war will be con- 
tinued in the post-war period, even if it is occasionally disturbed 
by short-term fluctuations. 

World production of copper reached a war-time peak in 1942 
and since then has declined each year. The trend over the 
past decade is shown in Table II. Low output last year 
resulted from a complex of factors, the chief of which perhaps 
was labour difficulties. Strikes in the United States in the first 
half of the year led to a sharp reduction in the output of 
mines and refineries, and the shipping strike caused further 
complications. Chilean output was also reduced through labour 
troubles, while Northern Rhodesia suffered from a lack of coal. 
A further consideration was possibly timidity on the part of 
Producers. Memories.of over-production in 1937 and the con- 
sequent introduction of a partial restriction scheme had by no 
meats disappeared, and the industry was reluctant to expand 
Production fully during the uncertain period of post-war transi- 


tion. This miscalculation has had unfortunate consequences - 


upon supplies. Nevertheless, it has been estimated that, in the 
of strikes last year, world production would have been 

soMe 400,000 tons higher, reaching the 2,000,000 ton mark, 

Compared with 2,300,000 tons in 1942. . 
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The future trend of output will depend on the relation be- 
tween copper prices and the costs of the least efficient producers. 
American output has been aided during the war years by a 
system of premiums paid to high-cost producers but even after 
the lapse of these 2 weliering it is probable that output will 
decline by no more than § per cent. Nevertheless, American 
deposits are becoming more difficult to mine and many of them 
are unlikely to be competitive if an appreciable fall in copper. 
prices should occur. Chile also has certain mines which would 
have difficulty in maintaining present output at lower prices.. 
In Northern Rhodesia and the Belgian Congo, on the other 
hand, a fall in world copper prices would be unlikely to cause 
any restriction in production, for although costs in these pro- 
ducing areas have risen fairly sharply, they rank among the 
cheapest producets in the world. In Canada, copper output is 
governed largely by nickel, as it is mined as a joint product. 
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The overriding problem of all producers is undoubtedly that 
of labour costs. Wages have been forced up with the price of 
copper ; it is much less certain whether they can be reduced if 
copper prices fall, This situation will confront Chilean pro- 
ducers with political difficulties, as the copper mines are foreign- 
owned. A substantial fall in the price of copper, however, 
would have a significant effect on world output, and particularly 
upon production in the United States and South America. A 
certain amount of development work is proceeding, but this is 
largely confined to the low-cost producing areas such as 
Rhodesia and the Belgian Congo. These two areas may well 
account for a larger proportion of world supplies in future. 

The long-term expansion of copper consumption depends in 
the main on the increased demand for electrical, electronic and 
transportation equipment, whith seems fairly well assured. The 
only risk that copper runs in these fields is the exploitation of 
substitutes, particularly if copper prices remain high relatively 
to other metals. Production in the first five months of 1947, 
however, has expanded; in the United States it is running 
55 per cent above last year’s level, in Chile 22 per cent, in 
Northern Rhodesia 11 per cent and in Canada 6 per cent. On 
this basis world output in 1947 may total 2,160,000 tons, which 
would not be far out of relation with normal world consump- 
tion. In the short-term, however, the demand for copper may 
be restricted by the slowness of industrial recovery in Europe 
owing to lack of fuel and perhaps by lack of dollars to purchase 
American manufactures, but normally world demand should 
tend to be above rather than below 2,000,000 tons a year. 
Copper, therefore, may be one of the first metals to reach a 
rough post-war equilibrium between demand and supply ; if so, 
the prospects would favour a further fall in copper prices. 
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Gilt-edged Yield Disparities 


During the steady erosion of gilt-edged prices in May and 
June, the yield structure managed to preserve some consistency ; 
after the precipitate falls of the past ten days, it is not surprising 
that so many disparities are now to be found between short and 
long-dated stocks. For example, 3} per cent War Loan, if valued 
on what has hitherto been accepted as a certain basis, namely, 
redemption on December 1, 1952—the first optional date—is now 
yielding £3 1s. 7d. per cent. For a 4}-year stock, this return ‘s 
clearly out of line with, say, the yield on 2} per cent National 
War Bonds, 1954-56, which yield no more than £2 fos. 8d. per 
cent to final redemption. At the other end of the scale, Treasury 
3 per cent, which is redeemable from April 5, 1966, has fallen to 
993, including practically a whole point of interest in the price, 
to yield £3 2s. 1d. on the now possible optimistic assumption of 
a 19-year life, whereas 24 per cent Treasury Stock on Wednesday 
was giving a flat return of {£2 18s. 4d. per cent at 86}, though the 
yield on Thursday rose to 3 per cent clear. 


The steadier conditions among the dated stocks which were 
evident from the middle of ihe week, coupled with the continued 
fall of the “irredeemables,” shows that some of these anomalies 
are in course of correction. But evidently the date has to be a 
firm, and not an optional, date. If, as some sections of City 
opinion are now disposed to think, the market finds a new resist- 
ance point now that the “ irredeemables” are on a 3 per cent 
level, there will still be an unusually narrow margin between the 
yields on many of the middles (of which 3 per cent War Loan, 
1955-59, is a good example) and the 29-year issues. 


Compression of the yield structure has been a familiar conse- 
quence of the cheaper money phase, and it is at first sight sur- 
prising to find it associated with the return of higher interest 
tates. Perhaps this paradox can be explained by the fear that, 
in the short-term, rates might be stabilised at a higher level, while 
in the longer-term it may De possible to restore the cheaper money 
trend. Crudely summarised, this might be put as the doctrine of 
3 per cent until the early “fifties and 2} pez cent by the middle 
*sixties. But this is a very tenuous basis for justifying the present 
yield structure after the rough-and-tumble in gilt-edged during 
the past fortnight. Before it can be accepted as more than a 
possible interpretation of the present relations between the 
“ shorts ” and “ longs,” there is room for further adjustment among 
the “Tongs ” themselves. 


Equities Revalued 


Dow and Hatch operators alike have made much of the fall 
in the Financial Times index of industrial ordinary shares to the 
critical level of 122.5 on Wednesday. The only consolation which 
the market could draw from that day’s dealings was the slightly 
less severe character of the fall in prices, compared with thar on 
earlier days. Indeed, but for the alarming disclosure of a further 
draft of $300 million on the American credit, it is possible that 
share prices might even have staged a partial improvement. Events, 
however, are pushing Ordinary equity shares hard, and the pre- 
paration of public opinion for the Government’s measures to meet 
the dollar crisis has prompted a further re-assessment of their pro- 
spects. The main pros and cons for ordinary shares in the crisis 
conditions of the coming winter are examined in a leading article 
on page 204; the table accompanying this note shows how far in- 
vestors have already moved from the cheerful acceptance of a level 
of prices and yields based on the continuance of an inflationary 
boom and an uninterrupted expansion of profits. 

As in the gilt-edged market, however, the present level of prices 
is a symptom of dealing conditions, as well as a rational calcula- 
tion of the outlook. Dealers are not ready to take stock, though 
on the other hand, stock is not being relentlessly pressed for sale. 
It is arguable whether, on the immediate outlook, a new datum 
level for gilt-edged securities would help the equity markets to find 
some degree of stability. In the money stocks, like insurance and 
bank shares, evidence of greater resistance is already noticeable. 
And the relation between gilt-edged and ordinary share yields, 
which has widened from an exiguous one per cent at the end of 
last year to nearly 14 per cent this week, is a factor which, within 
limits, should strengthen the position of equities. The question 
remains whether these limits are yet wide enough—whether with 
a 3 per cent yield basis for gilt-edged, coupled with the manifold 
uncertainties of the industrial outlook, a more radical revision of 
the equity yield basis will not eventually be required. 

Whether this revision will come through a further fall in prices, 
or whether there is still a sufficient expansionist element in pro- 
spective industrial earnings to justify present prices, may become 
clearer after the revelation of the Government’s economic plans 
next week. Meanwhile, the course of equities is bound to be 
hesitant. But it may be that a belated realism by the Government 
will be a better pointer for equities in the long run than a negative 
policy of drift. If so, some ordinary shares in the essential indus- 
tries might not have much further to fall. 
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fs adifa dies dies adi Ca digsad 
Shorts :— | | 
11% Exeb, Bds., 1950., | 213.6)1 5 6{b 8 142 6 3) 120 2)213 DD) 
24%, Nat. WarBds.,49/51| 2 0 811 7 9)113 9/1 8 31114 51119 0 
54%, War Loan from 1952 | 2.19 0 21 0/2. 7\/24uj22 8s sireu] 
3%, Conversion, 48/53.../213 0/1 7 8/113 1}1 3 0\1 8 5'1 1 3 
; j i | 
Middles : 
24% Nat. War Bds., 54/56 | 2 10 0 | 11910}2 7 5/2 2 6}2 67/2120 8 | 
3% Nat. Defence, 54/98. | 216 0/2 5 1/212 9 28 0 | 211.2)215 9 
3% War Loan, 55/59...) 225 5/2 5 2/2111/2 7 7/212 0/217 1 | 
Medinm Longs :— | |: | | 
34% Conversion, from '61} 3 -0 6) 2-5 81215 10) 210 1} 239 4,3 0 2) 
24%, Funding, 56/61... 212 91/2 1912 9 4/2 41012 9 6/213 6 | 
3% Savings Bonds, 55/65) 218 9/29 9/215 3|211 9/235 6/2181 
Longs 
5% Savings Bonds, 60/70] 219 6/2 911/215 10|212 6) 236 3/219 3 | 
24%, Savings Bds, 64/67)... 124 6/2 71/2 7 41211 0/215 & | 
3% Savings Bonds, 65/751 3 0.2/2.9 71216 0}212 61216 31219 4 | 
34 Treasury Stock, or | 
SON oss bennteeadi - aap 27.6/215 9)21010/216 1}3 21 
Undated :— 
2% Consols§ ...,..... 21610}210 6|214 0/212 11/215 5|/21711 
24% Treas. Stk., from’75§| — ... 210 0/213 6 211 6/21510/218 4 
§ Flat yields ¥ Date of lowest yield on 2) per cent Consols. t Date of highest 


yield on 2) per ceat Coasols. , 


Vas | 
Alexanders Discount | Es a 
(£2, £1 pd.)....... | 112/- | 86/6 | 121/3 90/~ | 107/6xd| 95/- | 311 7 
Midland Bank 1)... | 107/6 85/- 1/6 91/9 | 100/-xd{ 93/9 5 2 
WGA float. | uays | s078 

| 4, £0 pa), . cee 13/9 | 97/6 | 103, 0 
| Alliance (f1)........ 38 30} 3 a se : wa 35 5 
| Phoenix ({1)2....... | 23% 17 17 20 17 |435 
Royal Exchange (£1) 16% | 10 16% 144 16} 144 [2 8 2 
John Brown (10/-) .. 30/9 dna 30/3 26/3 | 26/9 26/9 | 8&8 610 
Tube Investments (£1) | 141/3 | 1/3 | 14776 | 2118/9 145/- 136/9 | 313 1 
Courtaulds (£1) ..... 58/9 | 50/6 | 58/7 47/9 | 51/3 4s/- |3 3 5 
J. & P.. Coats (gl) .. | 70/3 | 51/4 | 78/7] 63/10} 73/9 67/6 | 3 14 ’ 
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INDUSTRIAL SHARES—GRoSS YIELDS 








Share and wets 
Denomination 





_ 


General Electric (£1). ae 92/6 | 103/6 90/- 95/74 90/- 


Austin “A” (5/4)... 34/4 42/6 36/4 40/- 37/6 
— Steam Ship | 
Dente aa 5 a 44/9 25/9 57/3 42/6 49/6 14 410 
British Oxygen (f1).. | 105/- 82/9 18472 38/9 108) ote 420 
Turner and Newall ({1); _95/- 79/- 96/9 81/3 88/6 2/6 }3 6 0 
Imperial Tobacco (£1) | 165/7$ | 143/9 | 163/9 118/9 | 128/9 118/99 | 518 0. 
Marks and Spencer | 
A CS. oe c avs 85/9 70/- 93/9 72/6 80/9 72/6 | 4 210 
Rubber ({1).. | 78/7 51/- 8l/- 68/6 I/- 7aj- }4 3 6 
Lever Bros. & Unilever 
Gist). GR 59/- 46/6 57/44) 47/6 56/74 §2/6 | 319 § 
Anglo-Tranian ({1)... | 121/3 87/6 | 232/6 | 118/14 |221/20}xd 198/9 | 3 0 2 
“Shell” Transport (£1) |. 98/8 75/- | 108/9 td oot 100/- | 214 7 
dO) 141/10}! -10 10 
mS swe aes + Fo 2/6 | 142/- 120/- | 122/6 123 | 4 2 
Rhokana (f1) ..... 223, he hee ue 9 
Finches! RE /9- | 134/44 | 299/44 | 215/ 225/ 215/ 6 10 
Ord. a x. | 
7/1/35=100...... | 135-3 4-32 


113-2 | 140-6 | 122-5 | 131-8 122-5 
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The Fleeting Dollars 


The acceleration in the rate of drawings on the US line 
of credit has reached a point at which the exhaustion ‘of these 
facilities now appears to be in sight well before the end of the 

in October if the pace maintained in July is kept up. The 
biggest single drawing, one for $300 million, was made at the 
end of last week. It brought total drawings for July up to $700 
million, and this left unutilised exactly $1,000 million. The steady 
acceleration in the rate of drawings on the US loan is shown in 
the following table:— — 


Approx. 
U.S. Credit Weekly 
Amount Drawn* Average 
£mn. £ mn. 
1946 
July 15 to Dec. 31 ........... 150 6-3 
1947 
January 1] ois cctecceecs sees 50 
February 84°. ess eis eck s cs 25 
March 15... e695: sve swdaw ened 50 
First Quarter « 60.00:4 ox00 sb es 125 9-6 
April 5... cranes 06s: 4ea ts «oe 
BOT) 20. «5:5 ccs co sicane > tanned 623 
MAG ST wc ccc acevetd sti oat act 50 
Fane 7-45. oo se aatiwwe ws eure 
Pane 2) 60a’. FANS SS. 25 
Second quarter .....4.0..+8 237% 18-3 
duly 5:0... eswsis eniccens sit ene 37% 
BUY AD 30> Seah <icdomworrete on 25 
DNS. LO a +o shia Big tar Seek ce 37 
DEY WO kn oar cahss wh Gee khan 75 
Month of July ........2..%. 175 44 
Total drawings to July 25 .... 6873 
Unutilised portion ........... 250 


* In Revenue Return weeks ended on dates shown. 


The recent rate of drawing is well in excess of any conceivable 
figure of the current balance of payments deficit, whether in the 
aggregate or with hard currency countries. There is little doubt 
that the anticipation and immediate after effects of July 15th have 
brought additional pressure on the dollar reserves. Mr Dalton 
stated in the House this week that the drain on dollar reserves 
had not “substantially” changed during the two weeks since 
July 15th compared with “the immediate preceding period ”—a 
statement into which it is possible to read almost anything. The 
latest drawing may, in fact, be assumed to anticipate considerable 
dollar expenditure on the part of countries to which releases of 
accumulated sterling balances have been granted in connection 
with recently negotiated agreements. It had been assumed that 
a good deal of the sterling released to such countries as Egypt 
would be used gradually. The effect of the oncoming dollar crisis 
has been to encourage most countries with free sterling to use 
it as rapidly as possible while the going is good 

It is, therefore, permissible to hope that the peak of the ex- 
ceptiona] pressure on the dollar and gold reserves caused by the 
completion of the convertibility arrangements is within sight. 
It is even possible that the anticipated expenditures which are 
reflected in the latest heavy drawings will not take place and that 
a considerable diminution in the rate of drawing on the US 

may become apparent in future. This, however, will 
merely make a difference of a few weeks to the exact moment when 
the credits are exhausted. Whether it will be October or early in 
1948, the drawing of the final dollar in the line of credit is now 
in sight and the date for drastic remedial measures, long overdue 
mM any case, can no longer be postponed. 


* * * 


Rigid Short Term Rates 


The appreciable rise which has recently taken place in the 
yield on Government securities has so far had no reaction what- 
ever on short-term rates for loans, bills and Treasury deposit 
feceipts. The artificiality of the present short-term rate structure 
18 such that the increasing margin berween these rates and those 
of securities in which there is anything like a free market has 
Rot raised the slightest ripple of doubt or question in Lombard 
Sweet. The tacit assumption is made that short loan and discount 
Tates will remain at the level dictated by the Government. And 
yet some astonishing discrepancies are beginning to occur in the 
mierest rates structure seen as a whole. Quite apart from the 
disparities in the yields betweem comparable securities (which 
can be explained by the length of x ne needed for the necessary 
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adjustments after a decline in prices such as has recently occurred), 
there is considerable abnormality in the margin which now 
separates rates for securities having lives up to six months from 
those-of longer date. Yields of {£1 19s. od. per cent on 24 per 
cent National War Bonds, 1949-51, and of £1 138. 11d. per cent on 
Exchequer Bonds, 1950, compare a little oddly with 4 per cent 
on. Treasury bills, # per cent for short loans to finance these 
bonds, and even more with the six months TDR rate of 3 per cent. 

The rigid resistance of short-term rates shows a marked con- 
trast with the recent rise in the bill rate in New York. Following 
the unfreezing of the three months Treasury bill rate from the 
figure of % per cent, at which it has been held since 1942 by 
the readiness of the Federal Reserve Bank to buy the bills at this 
figure, the rate has now jumped to j-l% per cent. In former 
days a gap of this size between the three months bill. rates in 
London and New York would have been quite inconceivable. 
Today the two levels can be reconciled by the restrictions on 
free movement of funds between the two centres. Nonetheless, 
with current sterling restored to the rank of a convertible currency, 
the reconciliation of disparities of this kind must create increasing 
difficulty as time goes on, and it is surprising that so little interest 
should have been displayed up to now in the complete resistance 
of London money and discount rates to influences of both 
Gomestic and external provenance, which in former times would 
have had immediate and drastic effect on Lombard Street. 


* * * 


« Switching ’’ in Foreign Securities 


The notices sent out by the Bank of England at the end of last 
week which govern future dealings in foreign securities do not 
make simple reading, but their upshot can be briefly summarised. 
Residents in the United Kingdom will be able to “switch” in 
dollar and other foreign currency securities so long as no change 
in the currency is involved. But in thecase of Canadian securities 
there is to be no relaxation of the present restrictions and Canadian 
dollars realised from sales of such securities must be surrendered 
and may not be used to make new purchases of Canadian dollar 
issues. The new arrangements (which will come. into force on a 
date to be appointed by order under the Exchange Control Act) 
will allow a resident in the United Kingdom to sell dollar securi- 
ties not merely to other residents in this country, but also to, say, 
the New York market and to reinvest the proceeds within two 
months in recognised securities in the same currency which must 
then be deposited in the usual way. 

To give the necessary flexibility for such “ switching ” transac- 
tions, the authorised depositaries will be allowed to release 
securities to “temporary recipients,” such as brokers, discount 
houses and others, provided that securities so withdrawn are 
re-deposited within one month, By this means, securities will be 
able to circulate in the market with some degree of freedom. A 
gradual improvement in dealing facilities should therefore be pos- 
sible in foreign currency securities in London, and requisitioning 
of dollar securities is to be formally terminated. Inevitably the 
floating supplies of doilar stocks will not be generous, ior the 
bulk of the British holdings was vested during the war, and 
dealing difficulties will remain, even with this new improvement 
in the machinery. By limiting “switching” to securities. of the 
same currency, no leakage of scarce currencies should occur ; but 
the new facilities should enable British holders of dollar stocks 
tO improve the average quality—though not to increase the 
quantity—of their portfolios, and they will in due course iron 
out some of the anomalous differences in prices in certain dollar 
siocks in London and New York. 


* * * 


IMF and Sterling 


Mr Dalton failed sadly in answering a question on con- 
vertibility of sterling planted this week through Col. Crosthwaite- 
Eyre. The question asked whether sterling purchased by member 
countries from the International Monetary Fund was to be re- 
garded as convertible sterling. The questioner presumably intended 
to obtain from the Chancellor an admission that the pressure 
on Britain’s dollar reserves might be increased by the operations 
of the IMF. Mr Dalton played admirably into the hands of the 
attackers. His answer was that no arrangement with members 
of the IMF regarding the convertibility of sterling was necessary 
“since sterling received from the Fund is not distinguished from 
other sterling currently accruing.” On the basis of that answer 
and of others to supplementaries, horrifying prospects are now 
being conjured up of sterling being taken from the WAF in order 


210 


to finance purchases in the dollar area. Mr Dalton might have 
quoted the text of the relevant clauses of the articles of agreement 
of the IMF which reads as follows: 

Article 5, section 3, subsection (a), a member shall be entitled 
to buy the currency of another member trom the Fund in exchange 
Yor its own currency, subject to the following corditions :— 

(i) the member desiring to purchase the currency represents that 
it is presently needed for making m that curreacy payments which 
are consistent with the provisions of this agreement. 

This puts on the Fund the onus of seeing to it that sterling is 
not sold by it for conversion into another currency. Once the 
sterling in question has been sold there is clearly no possibility of 
segregating it from other currently accruing sterling. But if the 
Fund does its job properly the dangers envisaged by the question 
cannot arise. Mr Dalton need only have stated this fact to set 
these fears—real or simulated—at rest. Instead he merely gave 
them further encouragement. 


* * * 


Gold Dealings Ban 


The Bank of England informed London banks and bullion 
brokers towards the end of last week that all dealings in foreign 
gold at a price higher than the official quotation would be banned. 
This step was taken following a similar intimation to the New 
York market by the New York Federal Reserve Bank. Both fol- 
lowed the earlier request from the International Monetary Fund 
that members should prohibit dealings in gold at prices other than 
those indicated by the official parities, where these dealings were 
of international character and therefore involved exchange trans- 
actions at rates other than the indicated parities. 

The operations so banned in the London market are those which 
banks and brokers have handled as agents for non-residents. All 
gold held in this country on resident account has been compul- 
sorily sold te the authorities at the official price. But the free 
markets for gold in the Middle and Far East and the readiness 
of certain sellers to satisfy the demand for gold at the high 
premiums which have beea quoted in those markets, provided 
opportunities for profitable agency business in gold which never 
passed through this country. This business involved no net 
loss of hard currencies and brought in appreciable earnings in 
commissions. At the same time it should be pointed out that 
these sales of gold were in certain cases made against sterling pay- 
ments which ultimately served to put additional pzessure on 
Britain’s gold resources. 

The initiative taken by the IMF in this matter had been en- 
couraged by the British representatives on that institution. 
Britain stands to benefit from the effective banning of all gold 
transactions at other than official rates. The issue which last 
week’s ban raises is whether Britain stands to gain from a ban 
which is imperfectly and nly partially operated. If the ban 
means that London houses are now forbidden to transact busi- 
ness which is merely diverted to another market, then Britain 
gets the worst of both worlds: the traffic in gold continues, but 
no longer brings London any of the profits which it yields. It is 
precisely this position which may arise. Although the New York 
Federal Reserve Bank has requested the New York market to 
abstain from such operations and although the reputable banks 
in the United States will abide by this request, it has already 
become evident that the appropriate departments in Washington 
are prepared to grant export licences for gold and certain American 
financial interests have declared themselves unwilling to abide by 
& request which has no sanction of law behind it. 


* . * 


Transport Bill Tug-of-War 


The only product of the all-night session on the Transport 
Bill in the House .f Commons on Wednesday last week—apart 
from physical exhaustion and noisy demonstrations—was the total 
rejection of the amendments which had been inserted at the 
insistence of the Opposition during the Committee Stage in the 
House of Lords. The constitutional aspects of this struggle, which 
were referred to by the Marquess of Salisbury when the Bill 
was’ returned for reconsideration by the House of Lords on 
Tuesday this week, are considered on an earlier page of this issue. 
The Opposition majority in the Upper House has not insisted 
on retaining its original amendments which were rejected a week 
earlier in the Commons. Instead, alternative amendments were 
passed by vote against the Government, save in one case where 
sweet reasonableness prevailed ; the Government agreed to accept 
gn amendment requiring the Minister first to consult with the 
Transport Commission before appointing members of the various 





THE ECONOMIST, August 2, 1947 


Executives. But this sensible compromise cannot be regarded as 
a major step forward, for it merely restores the method of appoint. 
ment to the Executives whic was laid down in the Bill when jt 
was first introduced last November. 

The amendments voted against the Government include an 
extension from 25 miles to 40 miles of the radius within which a 
vehicle will be able io operate independently of the Commission, 
and a similar amendment to Clause 52 increasing the radius of 
operation of long distance road haulage. Whether 50 miles (which 
the Opposition Peers originally demanded) or 40 or 25 miles is 
the right radius is not open to proof; but it is unlikely, at any 
rate, that the efficient co-ordination of road and rail transport 
which the Bull secks would be assisted by any significant extension 
in the radius of operation, and it seems improbable that the 
Minister, having already refused to accept 50 miles, will be any 
readier to accept 40 miles. 


* * * 


The Revenue Surplus 


“ Amid the encircling gloom” one bright shaft of light comes 
from the Exchequer Returns. Week after week they reveal a 
robust strength of revenue and a succession of surpluses which 
are almost unseemly at this period of the financial year. The latest 
return for the week to July 26th shows ordinary revenue of 
£57,099,000—a figure which exceeded ordinary expenditure for 
the same period by £4,774,000. For the financial year to date 
revenue totals £1,081,783,000, and the surplus over ordinary ex- 
penditure, £284,070,000. Art the comparable date of the previous 
financial year there was an accumulated deficit of £277,450,000. 
the main sources of this transformation are first the size of 
miscellaneous receipts (£155,620,000 against £5,504,000 at this 
time last year) and secondly the sale of surplus war stores 
(£63,828,000 against £14,445,000 a year ago) thirdly, surpluses 
from certain trading services (£25 million against nil), and fourthly 
the drop from £985,389,000 to £655,414,000 in supply services 
expenditure. The current surplus is being used steadily to repay 
floating debt—mainly ways and means advances which since the 
beginning of the financial year have come down from £613,500,0c00 
to £270,940,000. But debt in the hands of the market is not being 
reduced. The Treasury bills to be taken up this week were cut 
from the previous week’s total of £170 million to £160 millioa 
but this last figure equalled maturities. This also holds true of 
Treasury Deposit Receipts for which there were this week neither 
new payments nor maturities. 


* * * 


Companies Bill Final Stages 


Early on Tuesday morning the House of Commons com- 
pleted the Committee stages and Third Reading of the Companies 
Bill. It is substantially the same measure which began its course 
through the House of Lords last February, and provides a rare 
and refreshing example of non-contentious legislation. The efforts 
of Government and Opposition benches in both Houses have been 
directed to improving in minor detail a Bill which was already 
acceptable in principle because it was fashioned so closely upon 
the recommendations of the Cohen Committee. 

Indeed, the only manifestations of disagreement came, not from 
the Opposition, but from a dissident group of Labour back 
benchers who were not prepared to accept the declarations of the 
Lord Chancellor and of Sir Stafford Cripps that the original 
provis.ons about nominee holdings in the Bill, requiring the dis- 
closure of the names of beneficial owners, would be unwork- 
able. This group succeeded at one stage in securing the re- 
insertion of the nominee clauses into the Bill, but after discussions 
with Sir Stafford Cripps they were later pacified by his assurance 
that the Board of Trade would take strengthened powers to if- 
vestigate the affairs of a company, including the ownership of ite 
shares, on a case being put forward by owners of one-tenth of 
the shares, or 200 shareholders. Unless there is some good reason 
for keeping the report of the Board of ‘Trade investigation secret, 
its contents will be divulged. The new clause which strengthens 
the powers of the Board of Trade is perhaps the most satisfactory 
compromise that can be reached to deal with this complicated 
question of disclosure. The original provisions were laborious 


and probably open to evasion, though they might have been made 
more workable if the Bill had been content with the disclosure of 
beneficial owners of nominee holdings representing 5 per cent of 
more of the issued capital, instead of the 1 per cent which was 
originally requiured. There are, unfortunately, many cases where it 
is desirable in the public interest to have such information without 
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Prosperity is not without 
many fears and distastes: 
and adversity is not with- 


out comforts and hopes. 


BACON 





Banking business is daily concerned with its customers’ 
problems of attaining and sustaining prosperity; and of 
enduring and overcoming temporary adversity. 

The intelligent use of all the departmental 
expert services and ready counse! and 
co-operation offered by Martins Bank can 
do much to counteract such drawbacks 
and to enhance such compensations of 
which the great English philosopher gives 





at once wise warning and consolation. 


MARTINS BANK 


LIMITED 


LIVERPOOL - LONDON & BRANCHES 











BANK MELLI IRAN 


(NATIONAL BANK OF IRAN) 
Incorporated by Law in 1927 
Holder of Exclusive Right of Note Issue 
CAPITAL FULLY PAID .................+0000+-. Rials 300,000,000 
RESERVES (Banking Department) ...... Rials 760,000,009 
RESERVE (issue Department)............ Rials 1,000,000,00) 


Governor and Chairman of the Executive Board : 
Abo! Hassan Ebtehaj. 


HEAD OFFICE: TEHRAN, [RAN (PERSIA) 


Over 150 Branches and Agencies throughout Lran 
Correspondents in important Centres all over the world. 

LONDON CORRESPONDENTS : 

Bank of England. 

Midiand Bank Limited. 

Lloyds Bank Limited. 

National Provincial Bank Ltd. 

Barclays Bank (Dominion, Colonial & Overseas). 

Martins Bank Limited 

The Chase National Bank of the City of New York. 


NEW YORK CORRESPONDENTS : 
Federal Reserve Bank of New York. 
Irving Trust Company. 
The Chase National Bank of the City of New York. 
National City Bank of New York. 
Bankers Trust Company. 
Chemical Bank & Trust Company. 
Bank of the Manhattan Company. 
Guaranty Trust Company of New York. 
Brown Brothers Harriman & Co. New York. 

The Bank, through its Banking Department, offers 
complete banking service for Foreign Exchange transactions, 
Provides special facilities for Documentary Credits, etc., 
and with its numerous Branches in Iran deals with every 
description of banking business. 


Administers National Savings. 































TRADE WITTE 
Wels BAST 


THE CHARTERED BANK OF INDIA, AUSTRALIA 
AND CHINA provides a complete banking service, 
backed by nearly a century’s first-hand experience 
of Asiatic economic conditions, for every financial 
operation connécted with TRADE, INVESTMENT AND 
TRAVEL IN THE EAST. The Bank’s branch system, 
under British management directed from London, serves 
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SARAWAK CHINA HONG KONG 
THE PHILIPPINE REPUBLIC 
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Merchants and Manufacturers planning to establish, 
renew or extend business relations with the East 
are invited to consult the Managers in London 
or Manchester. 


Head Office : 38, BISHOPSGATE, LONDON. E.C.2 


Manchester Branch - . 52, Mosley Street, Manchester, 2 
West End (London) Branch- 28, Charles I Street, LONDON, 8.W.1 




























New York Agency - 


65, Broadway, New York 
Associated Banking Institution in India-The Allahabad Bank Ltd. 


THE CHARTERED BANK OF 
INDIA, AUSTRALIA AND CHINA 
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OVERSEAS TRADE 


Exports are vital to our national prosperity 
and the Bank will, as in the past, provide 
the requisite finance for their. production 
and distribution. Technical information for 


overseas traders will also be available 
regarding Exchange, market conditions 
and commercial requirements abroad. 


DISTRICT BANK 


LIMITED 
Foreign Department : 


GARDENS . MANCHESTER, 2 
LONDON, E.C.3 
LIVERPOOL 


13, SPRING 
76, CORNHILL . 
2, CASTLE STREET 
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undertaking the burdensome and invidious job of a formal appli- 
cation to the Board of Trade—which immediately takes the issue 
to a high official plane and may in some circumstances be inter- 
picted as campaign levelled at the company itself instead of being 
a purely fact-finding investigation into its owners. 

These difficulr and contentious questions apart, the Bill is 
undoubtedly a major improvement in company legislation. It is 
an example of wise law-making based upon expert technical in- 
vestigation and it will lay, as Sir Stafford Cripps claimed, a 
firmer and better foundation for the good reputation of British 


companies. 


Argentine Rail Schemes Approved 


Throughout this week meetings of the Argentine Railway 
stockholders have continued. The voting has shown overwhelm- 
ing support for the directors’ schemes for the distribution of the 
4150 million which the Argentine Government is to pay for the 
British-owned systems. ‘There has been no sign of any determined 
opposition to the share-out, though some resistance was led by Mr 
A. E. Kavanagh at the Buenos Ayres Great Southern meeting last 
Thursday week, who declared that the interests of the preference 
stockholders in that company had been sacrificed for the benefit 
of the ordinary stockholders; the preference stockholders for 
whom he spoke would carry their submissions before the Court 
when the scheme came up for confirmation there. A similar 
declaration was made by a stockholder who argued for the repay- 
ment of Buenos Ayres Western 4} per cent preference stock at 
110, to which it ‘s entitled on liquidation. This amendment was 
heavily defeated, though the preference shareholders present must 
have pondered very deeply on the chairman’s observation that 
the scheme was nor a liquidation but “a scheme of arrangement 
to get everybody satisfied.” 

If the schemes are confirmed by the Court, it is hoped that the 
Argentine Government may be prepared to ratify the Agreement 
by the end of September. After ratification, the purchase 
price is payable within 30 days, and repayment of the debenture 
holders would’ follow almost immediately. If this timetable is 
kept, it should be possible to make interim payments to preference 
and ordinary stockholders before the end of the. year. 
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World Bank Operations 


The International Bank for Reconstruction and Development 
is now flexing its muscles for the big tasks ahead. It is expected 
to have a major role to play in financing whatever specific projects 
may emerge from the Marshall offer discussions. The Bank has 
been encouraged by the reception of its recent $250 million bond 
issue in the New York market. The bonds were quickly over. 
subscribed, the demand coming mainly from institutional investors 
and in particular from insurance companies. The short term a} 
per cent bonds rose to a premium of 2 points and the longer 
term 3 per cent to a premium of 3} over the issue prices which iq 
each case were par. Mr John McCloy, President of the Bank, hag 
stated in Washington that after this test of the market the Bank 
has plans for making issues of up to $3,000 million but that there 
is no intention of making another issue this year. 

Meanwhile it has become known that the Bank has been study. 
ing the request of a loan from the Netherlands. The project hag 
now run into rather heavy political seas with criticism in the 
United States that even though the loan is linked to specifie 
reconstruction work in the Netherlands it will release resources 
that might be used to finance military operations in Indonesia, 
Until the situation created by this renewal of hostilities is clarified, 
it seems probable that the negotiattons on the loan will mark time, 


* a * 
Small Dissavings 


The continued decline ir British Government securities 5 
coinciding with a period of particularly disappointing savings 
figures. It would be pushing the argument too far to suggest 
that there is any strong mutual relationship between the two 
phenomena, but at least they fit logically into the same picture, 
Small savings have recently made an extremely poor showing, and 
Jast week new savings of this kind—Savings Certificates, Defence 
Bonds and new deposits with the Post Office and Trustee Savings 
Banks—feli short of encashments by £882,000. This net dis- 
saving may be explained in terms of special holiday spending. 
But this excuse hay been used by the National Savings Move- 
ment for the past two months and is beginning to wear somewhat 
thin. The total net savings for the first 16 weeks of the National 
Savings year is £51,567,000, and is now farther from the iarget 
of £366 million for the year than it was in mid-May. The savings 
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trend should improve after the holiday season ; indeed, it must 
do so if the Government take appropriate measures to cur down 
domestic consumption and to achieve a better balance in the 
country’s international payments. 


n * x 


Chemicals from Oil 


The Anglo-Iranian Oil Company and the Distillers Company 
have announced this week an agreement in principle to undertake 
the joint manufacture of chemicals from petroleum in this country. 
This is the second large group this year to announce development 
plans for manufacturing chemicals from oil (following the pioneer 
work of Manchester Oil Refineries), for in March the Shell 
Petroleum Company announced a scheme to erect a new plant in 
Cheshire and the expansion of oi] refining capacity to produce 
chemicals. 

Anglo-Iranian and Distillers propose to form a new joint com- 
pany, and the capital of some £5,000,000 which will be required, 
at any rate for the earlier stages of development, will be found 
equally by each company. Since Distillers is a Scottish company 
and Anglo-Iranian carries on refinery operations at Grangemouth 
on the Forth it seems a fair inference that the new plant will be 
established in Scotland. The Distillers Company has long been 
active in the manufacture of plastic materials and industrial 
alcohol, and the plant will concentrate particularly on those types 
of chemicals, though other chemical synthetics will also be 
produced. 

The venture will be supported by the financial resources and 
organisation of two large concerns—an important consideration in 
a new industry involving heavy initial capital expenditure. Further, 
the use of Middle East crude oil from the Anglo-Iranian conces- 
sions will provide ample raw material without drawing upon 
slender dollar resources. The scheme should be as widely welcomed 
as its predecessors, for it promises a further expansion of an industry 
which, although requiring heavy initial capital outlay, is economical 
in its demands on manpower. The significance of these new 
projects lies in the increased supplies of high-grade solvents which 
they will provide for a range of industrial processes. The use of 
chemical solvents has made rapid progress in the United States, 
and hitherto this country has lagged behind. Perhaps the dwind- 
ling supplies and rising prices of molasses, on which the Distillers 
Company has hitherto based its distillation processes, may have 
increased the attractiveness to ‘that company of using chemical 
solvents. Once these can be manufactured economically and on a 
sufficient scale a wide range of applications can be developed, of 
which the paint industry, now so seriously affected by the shortage 
of vegetable oils, is only one example. The speed at which the 
new project can be brought to the production stage is largely 
dependent upon obtaining supplies of steel and other building 
materials, but the potentg:lities of new chemicals for British in- 
dustry and for export should ensure some priority for these 
materials. 


* * * 


Finance Corporation for Industry 


The second annual accounts of the Finance Corporation for 
Industry were struck on March 31st before the corporation 
launched into the deeper waters of industrial finance for which 
it was specifically established. The total loans shown in the 
latest balance-sheet amounted to {1,862,051 against £254,500 
2 year earlier. Included in the latest total is an item of £210,600 
in respect of advances to a company to which the FCI has since 
appointed a receiver and to which it has extended stili further 
accommodation. But this past performance is trifling in com- 
parison with the promise of commitments shouldered by FCI 
since the close of its last financial year. The total commitments 
to date, including £35 million for the Steel Company of Wales, 
amount to £40,733,451. Furthermore, negotiations have been 
completed, subject to contract, for loans amounting to £4,738,000. 
Given the measured pace at which it has extended its activities, 
the FCI was still operating “in the red” last year. The loss it 
suffered in that period was £9,142, which added to the loss of 
£16,086 carried forward from the previous accounting period 
makes a total debit of £25,228—a figure that should be rapidly 
overtaken when the corporation really gets into its stride. The 
new chairman, Lord Bruce, has decided not to attach a printed 
statement to the report, but to leave his explanatory remarks to 
the address he will make to shareholders at the annual meeting 
00 August 13th. 
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New Cotton Export Scheme 


Just before the fuel crisis occurred, a scheme was announced 
to remove the restrictions on the export of cotton textiles to 
hard currency areas which were inevitably associated with the 
system of aliocation »n a “country by countty” basis. Unfor- 
tunately, the severity of the fuel shortage necessitated the complete 
suspension of export quotas for the first two periods of 1947, and 
since May deliveries for export have only been made against 
allocations outstanding from earlier periods. 

This week, however, an open export scheme for the third 
period of this year (that is, from July to September) has been 
announced which revives the proposals made in February. Except 
for certain small colonies, there will be no direction of cotton 
textiles to specific countries. But the need to export to hard 
currency areas and to meet the requirements of countries within 
the British Commonwealth will set a limit to the yardage per- 
mitted for export to markets outside these three groups. Separate 
export allocations will not be made to home industries using 
textiles, such as garment-mak :rs. 

The control machinery in the cotton textile industry has now 
been adjusted to stimulate an export drive to hard currency 
areas. Bur the resulting hard currency earnings will depend, 
first, on the maintenance of the sellers’ market ; secondly, on the 
extent to which the urgently needed requirements of large colonial 
markets, such as West Africa and the Far East, can be cut without 
affecting their production of essential commodities for export ; 
adversely and, thirdly, on the chances of increased production in 
Lancashire or more severe rationing of the home consumer. The 
difficulties are plain; but the need for increased hard currency 
exports js urgent. 


* * * 


Debate on Grantham 


The debate on the Grantham Productions case on Wednesday 
was arranged when last week’s issue of The Economist, com-~ 
menting on the affair, was going through the press. But the dis< 
cussion, though it ranged widely, was more remarkable for veiled 
suggestions than hard new facts, and it took the matter little further 
than earlier debates had done. The broad facts, which were 
summarised on page 170 of last week’s issue were reiterated. In 
addition, charges were made by Mr Kendall, the Independent 
Member for Grantham, who has been connected with Grantham 
Productions, that pressure had been put upon certain firms 
supplying materials to Grantham Productions to withhold de- 
liveries. For this reason, Mr Kendal] demanded a “ full-blooded 
inquiry.” 

The attempt of the Parliamentary Secretary to the Board of 
Trade to excuse an error of judgment on the part of the Board 
of Trade, on the ground that the bank which was consulted for 
its opinion on the financial resources of the Cotton group made 
a mistake, is not entirely convincing. Mr Cotton was a client of 
the bank and it was presumably in a position to pass an opinion 
only upon the conduct of his account there. 

The motion for the appointment of a Select Committee to 
examine the case was defeated, but the Government departments 
concerned hardly come out of the affair completely free from a 
charge of administrative miscalculation. Certainly nothing tran- 
spired in the debate to weaken the case of those who called for 
an inquiry. New applications have now been invited for the 
allocation of the factory space; after this series of mishaps, the 
Board of Trade will be wise to ensure that the new allocation is 
more fortunate than earlier ones. 


* * * 


Building Incentives 


At last, the way is open for the adoption of payment by 
results in the building industry. ernment has now 
amended the Defence Regulation (56AB) which in effect pre- 
vented the payment of bonus incentives on building sites. The 
executives of the seventeen trade unions included in the National 
Federation of Building Trade Operatives have agreed to recom- 
mend their members to accept Mr Isaacs’ proposal for an increase 
of 3d. an hour in the minimum wage and for an incentive scheme 
to provide an increase in earnings to a level 20 per cent higher 
than the time rate. The building employers have not yet reached 
any formal decision, but they have expressed their desire to meet 
the unions for informal talks on incentives, and many of them 
are known to support the principle of payment by results. The 
proposed increase in minimum rates, however, may be something 
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of a shock for the employers, whose rejection of the unions’ 
original claim for a 6d. increase in hourly rates had been upheld 
by the National Arbitration Tribunal. 


The-e are still a number of technicalities to be completed. A 
ballot vote of the trade unions will be needed, and there still 
have to be negotiations between the two sides. These delays 
suggest that any national scheme can hardly be in operation before 
the autumn, and it is probable thar it will be forestalled in many 
localities by ad hoc atrangements, which will have a greater flexi- 
bility. In any event, the removal at tong last of what has hitherto 
been an insuperable obstacle—the adamant oppos.tion of the uhion 
lezders—is very satisfactory. 


No precise estimate has been made of what the increased wages 
will mean in terms of housing costs. An increase of 3d, an hour 
alone would add about £35 million to the annual wages bill, while 
provision for a 20 per cent incentive bonus would add a further 
unpredictable amount, dependent on the extra output which the 
men achieve. In conjunction with the rise in the price of build- 
ing materials—the index now stands at 205.2 (1930 = 100) compared 
with 177.7 a year ago—the prospect of cheaper housing seems 
very far away. But if incentive payments do lead to higher pro- 
ductivity and an increased tempo in building, they will be worth 
while. Higher time wages for the building industry in the past 
have not been associated with higher output—despite union assur- 
ances that they would be. A great responsibility now rests with 
the building trade operatives and their leaders to justify wage 
concessions by improving their output. 


a - * 


Mr Wilmot on Butk Purchase 


It was surprising, and welcome, to hear the Minister of 
Supply declare ten days ago that he “had hoped before this to 
revert to normal trading” in non-ferrous metals. And later in 
the debate he gave at least an implied promise that when strin- 
gency of supplies and currency restrictions no longer exist, the 
London Metal Exchange would be reopened. If stringency of sup- 
plies were the only reason for the maintenance of bulk purchase, 
the resumption of private trading in metals might not be too far 
distant. A leading article on page 206 shows that the prospective 
production of copper in 1947 should cover world requirements. 
The world output of slab zinc in the first quarter of the current 
year was 9 per cent above the annual rate of 1,400,000 tons in 
1946 and the output of refined lead appears to be running at 25 
per cent or more above last year’s figure. Although the quanti- 
ties themselves are not yet adequate to satisfy all requirements, 
the upward trend in output of these metals at least suggests an 
approach towards the eventual equation of supply and demand. 

But the case for government trading at the moment rests more 
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directly on the existence of currency difficulties and the need for 
pu ing supplies as far as possible from soft currency areas 
The Ministry of Supply has no long-term contracts with other 
governments. All its trading agreements are made with producers 
or producer organisations and its contracts are on a commercial 
basis. In this type of bulk purchase policy, no question arises of 
developing new sources of supply. For their foresight ig 
arranging the toll refining of rough copper and scrap brass ig 
the United States, Canada and Belgium, however, the Mi 
certainly deserves a compliment. The refined copper is already 
coming back to this country in moderate quantities to augment 
current supplies. Such an operation could be only effectively 
carried out by a government department, but it is a non-r i 
operation and affords in itself no justification for government] 
purchasing. 

Given the need to continue state trading under existing cur- 
rency conditions, however, it is still incumbent on the Government 
to assure flexibility in its purchases and prices, so that British 
industry should not be at any competitive disadvantage compared 
with foreign manufacturers. This principle is particularly impor- 
tant in a period of falling prices, when the controls, having oper- 
ated so profitably on the bull tack, may be reluctant to pass on 
the fruits of falling prices immediately, because they want to avoid 
any trading losses. Moreover, sufficient information must be 
available to the trade, so that it can make reasonably accurate fore- 
casts of future price movements. Under private trading, a firm 
which wrongly estimates future developments suffers alone ; if the 
Ministry of Supply makes any misjudgments—as it has done in 
the past—the burden falls upon industrial consumers. 


Shorter Notes 


The consolidated net profit after taxation of Lever Brothers 
and Unilever, Limited, for 1946 was £1,548,541 higher at 
£6,187,647 and that of the Dutch associate “ N.V.” increased by 
FL. 11,949,171 to Fl. 27,402,722. The ordinary dividend of 
“ Limited ” has been doubled at to per cent, and under the terms 
of the equalisation agreement a corresponding dividend will be 
paid to ordinary shareholders of “N.V.” A fuller note on the 


preliminary announcement is given in this week’s Records and 
Statistics Supplement. 


* 


Shareholders of OSN Realisation have accepted the offer of 405. 
a share made by Cunard Steamship for the 1,274,216 Cunard 
White Star shares held by them. Votes representing 60 per cent 
of those eligible were cast in favour of the deal, which was dis- 
cussed in last week’s issue of The Economist. 





SECURITY PRIC 


A tuller list containing 370 securities appears weekly in the Records and Statistics Supplement. 
reports also appear in the Supplement : Richardsons, Westgarth ; Lever Brothers and Unilever; Thomas de la Rue. 
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CourTAULDs (QW) 


IN THE UNITED KINGDOM 


No. 3 FLINTSHIRE 





have four factories. Three (Aber, Castle 
and Deeside) are in the Borough of Flint; 
the fourth (Greenfield) is in Holywell.’ 

To meet the increasing demand for viscose 
rayon yarn, the Company purchased Aber works 
in 1916 and built Castle Works in 1920-1922. 
Then in 1927 Deeside Mill was purchased for 
rayon crépe processing — that is, preparing and 
creping yarn for use by textile manufacturers. 

This new and vigorous industry helped to re- 
vive employment on the Dee estuary — a district 
amply supplied with water and coal, and near the 

reat rayon weaving mills of Lancashire, York- 

shire and Cheshire. Today it contributes sub- 
stantially to the national output of continuous 
filament rayon, 
. Between 1928 and 1933 units were set up in 
these factories to inv estigate the production and 
spinning properties of “‘ Fibro ’’ — Courtaulds’ 
name for their viscose rayon staple. First made 
in 1918, this revolutionary product could be 
spun and woven on existing textile machinery 
into an unlimited range of fabrics. 

Large-scale production of ‘‘ Fibro’’ was 
essential, so in 1934 Courtaulds decided to build 
Riccaltttl Works — their fourth in the county 
— in which to concentrate an output of 
20 million Ib. a year. 

One of the largest of its kind in the world, this 
factory started production in 1936 and today 
turns out 75 million lb. a year, Further large 
extensions are being made to it. ‘‘ Fibro,’’ a 
basic textile material, is now an important fictir 
in the national economy. 

Of over 21,000 people employed by the 
Company in the United Kingdom, more than 
6,000 are hard at work in these four factories in 
the smallest county in Wales. Rhwydd hynt i’w 
hymdrech! —- Ymlaen, Gymry ! 


JN Sees North Wales, Courtaulds 


This is one of a series of statements to inform 

the public of some part of the contribution 

made by Courtaulds’ industrial enterprise to 

esonomic well-being in various districts of the 
United Kingdom. 


XV 


Issued by Courtaulds Ltd., 16 St Martins-le-Grand, London, E.€,1, 







How knowledgeable 

are YOU about 
British film 
production ? 


A survey has recently been carried out by Research 
Services Ltd. among top-ranking professional and busi- 
ness people, to discover how much they know about the 
J. Arthur Rank Organisation and its associations with 
the British film industry. These informants—they are for 
the most part readers of such papers as The Times, The 
Observer, The Economist, The New Statesman and Nation, 
The Spectator and Tribune—have shown that their general 
knowledge about British film production is by no means 
comprehensive. 

For instance, although nearly all informants were able to 
name correctly 2 or 3 recent British films, 76% of them 
had no idea which producing company had made them. 


Here are some of the principal films made in 
recent years by producing companies associated 
with the Rank Organisation. 


HENRY V (7wo Cities) 
BRIEF ENCOUNTER (Cineguild) 
CASAR AND CLEOPATRA (Gabriel Pascal) 
THE CAPTIVE HEART (Ealing) 
HE LIFE AND DEATH OF COLONEL BLIMP (The Archers) 
GREAT EXPECTATIONS (Cineguild) 
MEN OF TWO WORLDS (Two Cities) 
ODD MAN OUT (Two Cities) 
THE OVERLANDERS (Ealing) 
SCHOOL FOR SECRETS (7wo Cities) 
THE SEVENTH VEIL (Sydney Box—Ortus) 
A MATTER OF LIFE AND DEATH (The Archers) 
I SEE A DARK STRANGER (Individual) 
THE WICKED LADY (Gainsborough) 
IN WHICH WE SERVE (Two Cities— Noel Coward) 
THE WAY TO THE STARS (Two Cities) 
THE RAKE'S PROGRESS (Individual) 
I KNOW WHERE I'M GOING (The Archers) 
THE WAY AHEAD (Jwo Cities) 
HUE AND CRY (Ealing) 


J. ARTHUR RANK ORGANISATION LIMITED 
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COMPANY MEETINGS 


BRITISH... TIMKEN, LIMITED 
MR MICHAEL DEWAR’S REVIEW 
At the twenty-seventh ordinary general 

meeting of British Timken, Limited, Mr. 

Micuaet Dewar, the chairman, said: 
Our accounts have beer before you for 


some time and I would comment that the in- © 


crease of stock and work in progress gives an 
indication of our increased turnover. At pre- 
sent it is running at dhe tngnest cate ever 
shown in the ‘Comperry’s history. 

Your company’s balance sheet and the 
consolidated balance sheet show very clearly 
the large amounts of profits which have been 
ploughed back imo this business which 
ploughing back will doubtless be as pleasing 
to the Chancellor ot the Exchequer as his 
latest budget provisions, in which we find 
neither rhyme, reason of justice. are distaste- 
ful to us. 

We, in company with all British industry, 
are bound to suffer unless the output of 
coal js increased; not only 4e-take care of the 
British..scequiréMments but also to aid the 
recovery of European industry, and to help 
provide for imports of food from abroad. 

We look ahead to months of increasing 

difficulty. There is no doubt that there wili 
be many power cuts when the colder weather 
arrives and indeed, there seems every 
possibility of another shut-down through 
lack of power, 
— cannot emphasise too strongly that, in a 
highly mechanised industry like our own, 
reductien in working hours is bound to cause 
proportional reduction in output. Automatic 
machines can only produce a ceria number 
of pieces per hour. Greater output in 
shorter hours can only happen in industries 
where greater effort by the operative can 
increase the output. 

On the other hand, there is no place for 
posters calling for greater effort im your 
factories. Our output per man hour com- 
pares favourably with pre-war standards, 
even allowing tor improved manufacturing 
methods, and we gratetujly acknowledge that 
your employees are doing a good day’s work 
with a good day’s pay. 

That the economic position of this 
country is extremely serious must by now 
be obvious to everybody. The gradual 
strangulation of industry and individual in- 
itiative by bureaucracy is clear to see all over 
the country, and the extra effort involved in 
trying, in spite of restrictions, to maintain 
and increase production is very great. The 
following is one small example: 

Steel is in short supply and we fancied 
we might help the bearing industry if we 
could import special alloy steels from the 
United States. Our associated company in 
America agreed to make sme steel available. 
Under a system of private enterprise, this 
order could have been placed in two to 
three days; under the system of bureaucracy 
prevailing today, it took two co. three months, 
thereby losing one month’s supply; and even 
then some little “ Jack-in e” took it 
upon himself to alter the specification of the 
steel without amy reference to us, and it 
was only through direct communication with 
our American Associates and private enter- 
prise that we discovered it in time. 

Despite everything production per man- 
hour in this company is increas- 
ing. We are not behind any country or any 
of our competitors in productive efficiency 
and the use of the most up-to-date machines 
and we can obtain raw 
material and power at competitive prices. 

The report and accounts were adopted. 


The _twenty-seventh ordinary general 
meeting of British Glues and Chemicals, 
L ‘mi was held, in London, on the 30th 
ultimo, Mr. Roger Duncalfe, the chairman, 
presiding. The following is an extract from 
his review, circulated with the report and 
accounts for the year ended April 30, 
1947: — 

I am profoundly convinced that our most 
valuable asset is ane which does not appeat 
in the balance sheet; it consists of ail those 
men and women who serve this company 
throughout the whole of our group. Under 
the brilliant leadership of our managing 
director, there has been forged a team which, 
in my view, is unsurpassed. 

After providing for compensation payable 
under the voluntary scheme of concentration, 
depreciation, Geferred repairs, and excess 
Profits tax, and after provision of £75,000 
against fall in value of raw mouaterials pur- 
chased under forward contracts, the result- 
ing profit of £217,827 is approximately 
double that similarly shown for the preced- 
ing year. The aggregate profits of our sub- 
sidiaries again far exceeded that of the parent 
company—indeed, they were more than 
double. 


WORKS DEVELOPMENT 


Owing to d.fficulties in securing labour 
and raw materials, progress in our restoration 
and development programme, though sub- 
stantial, has not been as rapid as we had 
hoped, Orders placed on capital account for 
the above purposes at our works in the 
United Kingdom amounted at the end of the 
year to approximately £225,000, and our 
plans involve a further expenditure of some 
£75,000, making a total of £300,000, in addi- 
tion to the £60,000 for deferred repairs for 
which provision 1s shown jn the accounts. 


Profits amount with the carry forward from 
last year to » wal of £256,893. £70,000 
additional to the tax deductible from divi- 
dends is needed for income tax and profits 
tax, dividends absorb £96,250 gross and 
£50,000 is allocated to our pension scheme, 
leaving a carry forward to next year of 
£40,643, against £39,066 brought im. As 
regards dividends, the proposed final divi- 
dend of 20 per cent. on the ordinary stock 
makes, with the 5 per cent. interim payable 
on February 28th last, 25 per cent. for the 
year, as against 15 per cent. a year ago, and 
the preference stock receives its full participa- 
tion of 2 per cent., making, with the fixed 
cumulative dividend, 10 per cent. in all. 


_The story of the year, in spite of many 
is one of achievement and of 
promise for the future. The progress of the 
Parent Company continues, however, to be 
hampered by the Fabon, Ltd., war-time con- 
centration scheme. Inaugurated in October, 
1942, this war-time scheme has now been 
extended by a bare majority vote of 
the trade to March, 1948, so that it covers 
near! ‘wee years of war and three years of 
peace. Your Directors regard continuance as 
against the real interests of the industry in 
that adaptation to new conditions and the 
adoption of new techniques are delayed. A 
Progressive industry should lift its sights, not 
fix its backward gaze on October, 1 2, and 
on raw material conditions which may not 
return for some years. Your Directors will 
therefore continue to press for an early but 
equitable deconcentration scheme, 


CANADIAN SUBSEDIARY 
Qur interests have been extended to 
Canada, where a wholly-owned subsidiary, 
Canadian Organic Developments, Ltd. (in- 
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BRITISH GLUES & CHEMICALS, LTD. 


PROFIT DOUBLED 
MR. ROGER DUNGALFE’S REVIEW 


corporated in December, 1946), owns a con. 
trolling interest inthe glue manufacturing 
business carried on for many years in Toropto 
by Mr. Joseph H. Harris, M.P., and his 
associates, With our advice and en 

ment both companies are organising and 
equipping themselves to meet the future... 

I have already referred to the notable con- 
tribuuion which our United Kingdom Sub. 
sidiaries have made to the profit of the year, 
B. Young & Co., Ltd., has made a further 
outstanding advance in technique, turnover 
and profit ; its output of “ Spa” Brand Low 
Melting Point Pure Food Gelatine has been 
greatly increased, but the public demand still 
far exceeds the supply. Flavourings have 
been added to the “ Spa” range during the 
year. Croid, Ltd., has had a good year with 
gteat expansion in turnover. Our 
Companies have more than held their own in 
a difficult year and substantial progress has 
been made at Ashby-de-la-Zouch in the fac- 
tory development programme outiined in last 
year’s statement. Murray’s, of Mark Lane, 
has made a further notable advance. Calfos, 
Ltd., has made progress both at home and in 
the export trade. 

All our products are in keen demand; 
licensing and allocation of some of the prin- 
cipal ones continue. Even with increased 
production, many of our old and valued 
customers, especially those abroad, remain 
unsatisfied. Our renewed thanks go to them 
for their patient consideration, and as our 

manufacturing programme moves 
ahead we hope to meet their needs both at 
home and overseas, 


THE FUTURE 


The international outlook is still obscure, 
and industry will be profoundly affected by 
the outcome of the efforts now being made 
at Geneva to open the gates to freer world 
trade, and also by the prompt seizing of the 
recent generous gesture of the United States 
of America. At home everything will depend 
on the harnessing of all our actions to one 
common purpose-—increased production— 
and for this the supply of fuel and power is 
of paramount importance. Your Company 
was fortunate in escaping the worst effects of 
the recent fuel crisis, partly owing to the 
essential nature of our products and partly 
by forethought and prompt executive action. 
Nevertheless, the effects are still with us; 
deliveries of structural work and plant and 
machinery have been slowed up noticeably 
and this is a matter for deep concern in view 
of the urgency of our production plan and of 
the shortage which exists both at home and 
abroad in the essential products we manufac- 
ture. The market is still a sellers’ market but 
this will pass and the buyers’ market will 
arrive. 

Our main objective is, by improvements in 
our processes and by increased mechanisation, 
to reduce our costs and to improve our 
qualities and thus maintain the lead we have 
achieved. Our important reconstruction and 
development programme is directed to this 
end; it will largely absorb our liquid 
resources and cai! for ploughing back profits 
into the business for some time ahead. 

Whilst stockholders should not, in my 
opinion, count on continuance of the profit 
level achieved in the past exceptional year, 
yet I expect continuing benefits from the 
expansion of our business and from the im- 

ved technique to which I have referred. 
t would be unwise of me to look too far 
ahead, but unless international or national 
conditions are such as to hamper unduly our 
enterprise, I look for maintenari¢e of reason- 
able profits. 

The report and accounts were adopted. 
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© 'ASSOCIATED® WEAVERS, LIMEFEDS 


HIGHER PROFITS 


STRONG LIQUID POSITION 
SIR FRANK NEWNES’S SPEECH 


The eleventh annual general meeting of 
Associated Weavers, Limited, was held on 
Qird ultimo, at the Savoy Hotel, Strand, 
London, W.C., Sir Frank H. Newnes, Bt. 
(chairman), presiding. 

The secretary (Mr W. Sunderland) having 
read the notice convening the meeting and 
the report of the auditors, 

The chairman = said: Gentlemen,—the 
directors ere pleased to place before you 
accounts which, as a result of greatly in- 
creased output and standardisation of pro- 
ducts, show much higher profits which 
enable them to recommend a larger dividend 
and still maintain the policy they have always 
adopted since the inception of the company, 
of making ample reserves. The net profit 
of the company and its subsidiaries, before 
taxation, for the year under review amounts 
to £168,687, an increase of £99,268 on the 
previous year, and the directors recommend 
a final dividend of 45 per cent., making 65 
per cent. for the year, and that £10,750 be 
placed to reserve, making the reserve 
£115,000, which represents more than the 
ordinary share capital, leaving a balance to 
be carried forward to next year’s accounts 
of £31,450. 

You will notice that at book values the 
company’s capital reserves and undistributed 
profits amount to £608,000 on which we are 
distributing £45,500 net in dividends or 
about 7} per cent. The real value of our 
fixed assets is substantially higher than the 
book value and allowing for this I estimate 
that our net assets amount to nearly 
£1,000,000 and our net dividends to about 
44 per cent. per annum thereon. 

You will observe that our group’s liquid 
position is very strong as current assets 
amount to £548,970 against current liabilities 
of £144,202. 


NOMINAL VALUE OF SHARES 


The directors are also putting before you 
resolutions for the purpose of converting 
our 4s shares into Js shares. The price of 
the shares on the stock exchange is such 
that the market in them must be, to some 
extent, restricted, and this alteration should 
lead to a larger and freer market. 

Since our last meeting we, as you know, 
made an issue of 200,000 five per cent. 
second preference shares, which issue was 
most successful, having been many times 
Over-subscribed, 

With this extra capital we are obtaining 
new plant for Associated Weaver’s carpet 
and upholstery fabrics factories and also for 
Armoride Limited, (our main subsidiary), at 
is mew factory in Earby. 


OUR PRODUCTS AND THEIR FUTURE 


I do not think it is widely known what 
cach of our companies manufactures, I 
think, therefore, that it is advisable in our 
shareholders’ interests, as well as the general 
Public’s, to enlighten you all as to the pro- 
ducts we manufacture in our three main 
companies. 


Associated. Weavers, Limited, specialises 
in the manufacture of carpets and upholstery 
fabrics. “The carpets are known as 
Axminsters and are made. in stairs, body, 
rugs, broad loom and. squares. Everyone 
is conversant with the extensive use of these 
articles, The upholstery fabrics of a varied 
nature are used for the covering of furniture 
in homes, in cinemas and theatres, etc., and 
for all forms of tansport. The factories 
contain the latest and most up-to-date 
machinery in the world. They are planned 
and laid out to ensure efficient and economic 
working conditions. 


MODERN CARPET FACTORIES 


Our carpet factory, built in 1937, is one 
of the most modern carpet factories in 
Europe. There is no cramping, and broad 
aisles render the handling of raw materials 
and woven carpets speedy. Each loom js 
individually lit with fluorescent lighting. 
Similar improvements have, and are still. be- 
ing, effected in the upholstery fabrics factory, 
The mills are painted in restful and con- 
trasting colours, so that night workers pro- 
duce the same quality an? quantify as day 
workers, without strain. You may like to 
know we have been making some research 
into pre-war and post-war production 
efficiency per-man-hour, and the facts pro- 
vide interesting reading for all who are con- 
cerned about working conditions and to-day’s 
call to “ produce more.” In the carpet and 
upholstery fabric factories, increases over 
pre-war days of approximately 20 per cent. 
and 10 per cent. have been achieved. Some 
contributory causes of these increases per 
man-hour are standardisation of products, 
improved factory and working conditions and 
the magnificent way in which our employees 
are working, 

You will, no doubt, be interested to hear 
that we were one of the only two carpet 
firms showing at the British Industries Fair 
this year, where orders were taken for all 
parts of the world. 


PLASTIC AND LEATHER CLOTH 


Armoride, Limited, are manufacturers of 
plastic cloth and leather cloth for furniture, 
travel goods, shoes and slippers, ladies’ hand- 
bags, fancy. goods, and for all types of 
transport. In fact our special plastic cloth 
“Plaxide” was used in the furnishing of 
H.M.S,. Vanguard, on which our Royal 
Family journeyed to Africa. 

As I announced in my last year’s speech, 
the new factory at Earby for Armoride is, I 
am pleased to say, in spite of the many 
difficulties such as shortage of raw materials, 
bad weather conditions, fuel crises in the 
early part of this year, at last taking shape. 
Production should commence there in the 
near future, resulting in a considerable in- 
crease jn output. 


ELECTRICAL APPLIANCES 


Barshaw and Company, Limited, our en- 
gineering subsidiary, manufactures electrical 
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and progress has been made under adverse 
conditions: connectéd with the use of electri- 
city and raw material shortages, but as I 
forecast, last. year) a, modest profit was made 
this year. 


OUR PRODUCTS AS BASIC MATERIALS 


It should be appreciated that although in 
Associated Weavers, Limited, we manu- 
facture carpets as a finished product, the 
other productions of this concern and 
Armoride constitute the basic materials for a 
multitude of trades both at home and all 
over the world. The demand for these pro- 
ducts has always been steady, and in the past 
has not been subject to the vagaries’ of 
extreme trade cycles, and I am glad to be 
able to tell you that in the first three 
months of the current year the outpur has 
further increased and constituted a record 
in the group’s history. The demand for our 
products has always been very much jn excess 
of our productive capacity and when our 
very large extensions are ready and machinery 
running, even this record should be sur- 
passed. Hence I feel convinced we can look 
forward to the future with great confidence 
and enthusiasm. 


The Government request for directed ex- 
ports has already been. noted and the full 
force of our directive abilities and organisa- 
uon is being placed behind this export drive, 
in the country’s interest as well as of our 
company. 


TRIBUTE TO MANAGING DIRECTORS 


Before closing I would like to tell you that 
during the course of the year under review, 
owing to the raw material shortages here, 
three of the managing directors of our com- 
panies have undertaken long and arduous 
journeys abroad in search thereof, and I 
am happy to say that they have been ex- 
tremely successful. The full benefit of their 
work in this connection should accrue to us 
in the current year and I should like to pay 
my tribute to them for their valuable and 
persistent endeavours, not only in this con- 
nection, but also for the able management 
of these companies during the year and to the 
executive staff who have co-operated so well 
to make possible such a satisfactory year’s 
trading. My thanks also to our employees 
who have given of their best .nd with whom 
our relations centinue to be happy and 
cordial. 


I now move formally: “That the directors’ 
report and accounts and auditors’ repost be 
and they are hereby formally approved and 
adopted,” and I call on Mr Lindsay Fynn 
to second the resolution. 

Mr B. M. Lindsay Fynn, F.CA., seconded 
the motion, which was carried unanimously. 

The retiring director (Mr B. M. Lindsay 
Fynn, F.C.A.) was re-elected and the auditors 


(Messrs Boyce Welch and Company) were 
reappointed. 


At a subsequent extra-ordinary gencral 
meeting a resolution was unanimously 
approved for the spMitting of each -of the 
fully paid ordinary shares of the company 
into four ordinary shares of 1s. each and 
their conversion into stock. 

A cordial vote of thanks was given to 
the chairman and directors and the meeting 
then terminated. 


means ~~ 


218 


AMALGAMATED PRESS LIMITED 


RECORD PROFITS AND DIVIDEND 
LORD CAMROSE ON FRUSTRATING CUTS 


The twentieth annual general meeting of 
the Amalgamated Press Limited was held on 
the 29th ultimo in London. 

Viscount Camrose (the chairman) presided 
and, in the course of his speech said :— 

It is a pleasure to your directors to be able 
to place before you a report which again shows 
a satisfactory increase in profits. 

As you will have already seen, the profit 
on trading, including interest and dividends, 
after providing for contingencies and various 
items, amounted to £1,560,154, or after 
debenture interest £1,477,529. This is 
£323,269 more than in 1946 and is a record 
in the history of the company. 

We recommend a final dividend on the 
Ordinary shares of 15 per cent. which, with 
the interim of 7 per cent., will make a total 
of 22 per cent. for the year. This is a high- 
water mark in our history. 


WIDELY SPREAD INTERESTS 


As I have intormed you on several occasions, 
our eggs are by no means in one basket, and 
our profits, therefore, do not come from one 
source. We have first the old and well 
established business of the Amalgamated 
Press itself, going back now for just on 60 
years. Some of the original publications are 
still with us today, but of course, there are 
many more of recent date and the range of 
our periodicals is much greater than it was. 
They are the good hard core of a very large 
undertaking, and it is on the solid rock of the 
main company itself that our other interests 
have been built. 

As on this occasion last year, I do not 
propose to discuss your various periodicals in 
detail. All have done well—that is to say, 
they have sold out to the utmost number of 
copies that paper restrictions permit. The 
small extra amount of paper authorised in 
October last was used im some cases to in- 
crease the number of pages, and in others io 
increase printing crders, thus permitting fur- 
ther copies to be purchased. But the demand 
for our periodicals still vastly exceeds any 
reasonable expectation of paper in the near 
future. 

And so in our industry, for the eighth year 
now, frustration continues. - Its effects, 
editorially, are unfortunate. Periodical editing 
is a highly skilled and specialised form of 
journalism. All editors are ambitious and 
rightly keen to embark upon new publications. 
We can admire the courage, ability and good 
temper with which they have done their best— 
and a very good best—under these severely 
restricted conditions. But when we remember 
how long ago the war actually ceased { think 
how these editors must tire of crowding a quart 
into a pint pot, and how eagerly they must be 
thinking of adventuring again upon their own 
—how eagerly they, and we, wish to embark 
upon that health-bringing competition which 
unrestricted paper, when it comes, will surely 
cause. 

I would ask you, too, for some sympathy 
with our advertisers. Just at this moment 
when we are told that it is essential that 
industry should be encouraged it is dis- 
appointing to find that paucity of paper still 
severely limits the advertising necessary for 
the establishment, or re-establishment, of 
commercial ventures. 

During the war we devel with con- 
siderable care a fai of allocating 
space to advertisers. In the somewhat more 
difficult years which have followed we have 
continued on the same lines. It is not easy 
to work systems like these, but the under- 
standing and good will shown by advertisers 
and their agents have made our job infinitely 
more pleasant than it would have been had 
they withheld their ration. 

The Government’s decision to reduce the 


amount of imported newsprint has followed an 
increase in the price in this country of no less 
than {7 2s. 6d. per ton. This, of course, leads 
to a serious increase in our costs. We are 
taking every possible mp meet the situation 
and have already put plans into operation to 
offset, as far as we possibly can, the adverse 
effects of this added expense of production. 
The fuel crisis in the early part of this 
year, which led to the temporary suspension 
of periodicals, involved the Amalgamated Press 
and its subsidiary publishing companies in a 
loss of approximately £50,000. Some part of 
this loss occurred in February, and to that 
extent is included in the present accounts. 
We have been able to recover a portion of the 
remainder by subsequent publication. 


IMPERIAL PAPER MILLS 


Turning now to our other interests, one of 
the most important is the Imperial Paper Mills, 
Limited, the Ordinary capital of which we 
own entirely, together with half that of the 
Preference stock. The trading of the mills 
was more satisfactory than in previous years 
but, of course, the output was still only a 
small proportion of the 1939 figure. 

These mills represent in themselves an 
enterprise which has been a source of con- 
siderable profit to this company for many 


years. 

Then we have our two book publishing 
companies, the Educational Book Company 
and the Waverley Book Company. The orders 
obtained by these two concerns for the year 
constitute a record. 

We purchased our subsidiary, Weldons, 
Limited, in the early days of the war, a some- 
what venturesome proceeding in those uncer- 
tain days. The Weldon fashion publications 
have maintained the pre-eminence in their 
particular field which they have held for many 
years, and the company is now one of the 
important assets of our business. 


KELLY’S DIRECTORIES’ PROGRESS 


I have told you on several occasions of the 
progress of Kelly’s Directories, Limited, in 
which we are very large holders. The balance- 
sheet for the vear ended 31st December last 
was issued a few weeks ago. It disclosed a 
substantially increased profit and a sound 
financial position. The Ordinary dividend 
was increased to 30 per cent. after a transfer 
of £125,000, against £40,000, to general 
reserve. It was decided to split the £1 shares 
into 5s. stock units and they are now quoted 
in that form. We have every reason to be 
satisfied with our investment in this company. 


DORSET HOUSE PUBLICATIONS 


Kelly’s Directories, Limited, in turn are 
the owners, as you know, of the Associated 
Tliffe Press, That company has made further 
additions to its list of trade and technical 
publications. It now issues from its head- 
quarters at Dorset House 31 weekly and 
monthly journals of this character. 

Taking all these investments together you 
will see that the business of the Amalgamated 
Press is not confined to its own list of periodicals 
and magazines, large this is; nor is 
it restricted to one branch of the publishing 
field. Fortified in this way, by what I might 
call its outside ramifications, we can look to 
the future with a soundly based confidence. 
These are not the times for optimistic pro- 
phecies, but I am emboldened enough to say 
that the outlook for the current year justifies 
us in thinking that if national economic 
difficulties do not interfere too much the 
balance-sheet to be presented to you at our 
next annual meeting will not prove dis- 


iced was adopted. 
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VAB PRODUCTS LIMITED 


INCREASED NET PROFIT 


The tenth ordinary general mecting of 
VAB Products Limited, was held recently 
in London. Mr. A. H. Redfern (the chair. 
man), who presided, said: — 


The net profit after charging all expenses 
and providing for depreciation, amounted t 
£29,808, as compared with £23,296 for the 
previous year. 

After providing for taxation and bringi 
in the opening balance there remains a dis. 
posable balance of £17,413. Out of 
your directors have allocated £1,000 t 
preference share redemption fund, £2,500 to 
general reserve, against £1,500, and have de 
clared a dividend of 6 per cent. on the 
preference shares and an interim dividend 
of 5 per cent. on the ordinary shares. Your 
directors now recommend a final dividend of 
74 per cent. on the ordinary shares, making 
124 per cent. for the year, and a participating 
dividend of 4 per cent. on the preference 
shares, which will leave a balance of £6,149 
to carry forward, against £4,861 brought in, 


CURRENT ASSETS 


We have, on this occasion, in common with 
other public companies, issued a consolidated 
statement of assets, liabilities and profits. 
You will note from this statement that the 
current assets exceed the current liabilities 
by £36,758. I would draw your attention to 
the item of goodwill, patents, etc., and the 
surplus cost of acquisition of shares in our 
subsidiary companies. Although those items 
may appear to be high, a surplus of £61,418 
appears on the other side of the consolidated 
statement, in addition to which the freehold 
and leasehold properties, plant, etc., are worth 
today much more than the book values and 
our goodwill, patents, etc., are of considerable 
realisable value today. 


During the year, an issue of 250,000 
ordinary shares was made to existing share- 
holders at 4s. each. The proceeds of this 
issue enabled us to complete the new factory 
for Fairylites Limited, at Southwick, to 
which I referred at the last meeting, and 
provided additional working capital for the 
increased turnover of our other concerns, 


Reference is made in the statement attached 
to the acounts to a loss by a subsidiary 
company; this company was set up during 
the war and did excellent work, and last 
year your directors decided that it had served 
its main purpose. The best of the plant 
and equipment was transferred to our new 
Fairylites’ factory and during the changeover 
a loss was sustained, which loss is fully 
provided for before arriving at the profits 
disclosed. 


THE OUTLOOK 


It is difficult to foretell the future, owing 
to the changing conditions and restrictions. 
Our businesses are firmly established, the 
progress for the first half of this year is most 
encouraging, the total turnover of the group 
during this period exceeded the turnover 
for the corresponding period of 1946 by over 
25 per cent.—this in spite of the fuel cut 
and our businesses being put out of effective 
production: for several weeks. I can only 
say that the results are attributable to our 
personnel, who have worked with courage, 
patience and foresight through a period of 
unprecedented difficulties, and I should like 
to. thank personally on your behalf the 
managers and employees generally for theif 
magnificent co-operation and the services 
they have rendered to the company and also 
to my co-directors for their loyal suppott 
and hard work. 


The report and accounts were unanimously 
adopted. 
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W. §:'BUSH AND COMPANY, 


A YEAR OF TRANSITION 


EFFECTS OF DELAYS AND 
RESTRICTIONS 


DR PERCY ISHERWOOD’S 
STATEMENT — 


The fiftieth annual general meeting of 
W. J. Bush and Company, Limited, was held 
on the 28th ultimo at Winchester House, Old 
Broad Street, London, E.C., Dr. Percy C, C. 
Isherwood, O.B.E., F.R.L.C. (chairman and 
managing director), presiding 

The secretary (Mr D, E. Arnold, F.C.I.S.) 
read the notice convening the meeting and 
the report of the auditors. 

The following is the chairman’s statement 
which had been circulated with the report 
and accounts, for the year ended December 
’ 31, 1946, and was taken as read: — 

ince our last meeting we have lost from 
our board the Rt. Hon. Lord Hayter. Lord 
Hayter, or, as he was then, Sir George Hayter 
Chubb, became a director of the company 
on the date of its incorporation in 1897 and 
occupied this position until his death in 
November, 1946, and I wish to record the 
directors’ regret at the passing of an esteemed 
colleague and friend. 

Lord Hayter was also one of the trustees 
for the debenture holders and I am pleased 
to be able to report that his son. who has 
succeeded to the title, has to fill the 
vacancy as trustee for the debenture holders. 


THE ACCOUNTS 


Turning to the accounts for the year 1946, 
our tax advisers have arrived at an estimate 
of the amount of excess profits tax post-war 
refund to which the company is entitled. This 
sum of £82,687 has been brought into the 
accounts and although it has not yet been 
received, approximately a similar amount 
has been expended on fixed assets during 
the year under review. 

We have set aside £20,000 to pension 
account, making with the previous provisions 
a total of £100,000. There is a considerable 
amount of detailed work involved in the 
preparation of a contributory pension scheme, 
but we are hoping that this work will be 
completed shortly and that the scheme will 
be in operation before our next annual general 


In view of the heavy strain on plant during 
the past few years, we have deemed it prudent 
to place a further sum of £15,000 to plant 
reserve, making the total £70,000. 


RESEARCH DEPARTMENT 


The year 1946 has been one of transition 
from war to peace, both in production and 
marketing. I need not particularise, but in 
common with most industries we have been 
subjected to delays and restrictions due to 

of capital equipment and raw 
materials. Our research department has 
been active both in improving existing pro- 
cesses and initiating new ones. It is unfor- 
tunate that owing to the delays and restrictions 
to which I have referred full advantage of 
these efforts cannot be taken as early as we 
would wish. 

Our export figures have been well main- 

constitute a record, think 
we can claim to have made an i 
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expression of faith. Our national history 
shows that this old country has great resilience 
and recuperative powers. To this the fine 
chemical industry and its ancillary activities 
are no exception and while not assuming the 
role of a pre et, I look to the future of your 
company with confidence. 

The report and accounts were unanimously 
adopted and a final dividend of 8 per cent. 
on the Ordinary shares (making 12 per cent. 
for the year), less tax, was approved. 

The retiring directors, Mr. Montgomery 
St. Alphonse, and Mr R, R. Webb, were 
re-elected and the auditors, Messrs Tur- 
quand Youngs McAuliffe and Company, 
having been reappointed, the proceedings 
terminated with a cordial vote of thanks to 
the chairman, directors, staff and workpeople. 





CROPPER AND COMPANY, 
LIMITED 


DISTRIBUTION OF TWENTY PER 
CENT 


MR FRANK SMITH’S SPEECH 


The fiftieth annual general meeting of 
Cropper and Company, Limited was held 
at the registered office of the Company, 
Thatcham, Berkshire, on the 28th ultimo, Mr 
Frank W. J. SMITH (chairmar and manag- 
ing director) presiding 

The following is the chairman’s speech 
which has been circulated with the report 
and accounts for the year ended June 30, 
1947, and was taken as read: — 

This, ladies and gentlemen. is the fiftieth 
annual general meeting of the Company. 

Last year I had to inform you of the 
retirement of Mr Shirley Cropyer trom the 
chairmanship of the company This year, 
unhappily, I have t¢ announce his death, 
which occurred in March lasi. I have also to 
record the the death of Sir John Pakeman, 
ancther director. It is with deep regret that 
I report these sad events, as these gentlemen 
had been associated with your company for a 
great many years. 

Notwithstanding the irritating controls 
and frustrations we have had to endure 
during the past year I am sure that the 
balance-sheet which the directors have put 
before you will meet with your approval and 
satisfaction. 


s3ALANGE-SHEET (TEMS 


The floating assets (£444,641) cover the 
current liabilities (£149,907) nearly three- 
times; and the fixed assets stand in the books 
at £83,488, which is much less than thelr 
actual value. 

During the year the company has re- 
ceived a net repayment of excess profits tax 
amounting to £10,407. A small part of this 
has been spent on new machinery, and the 
remainder will be similarly expended ‘as 
machines on order are delivered. 

Our subsidiary and associated companies 
have had a very satisfactory year and jt will 
be noticed from the accounts that the profits 
of this company have increased considerably. 

In view of this increase and in order to 
mark the fiftieth year since the formation of 
the company, to which T have previously 
referred the directors are recommending a 
bonus of 10 per cent. upon the ordinary 
shares in addition to maintaining the dividend 
at 10 per cent. 

The report and accounts were unani- 
mously adopted and the dividend and bonus, 
as recommended, were approved. 

The retiring director, Mr Harry F. Smith, 
was re-elected; and the auditors, Messrs 
Deloitte Plender Griffitrs and Company, 
having been reappointed, the proceedings 
terminated with a vote of thanks to the 
chairman, directers and 
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TIMOTHY WHITES AND 
TAYLORS, LIMITED 
RECORD SALES | 


The eighteenth ordinary general meeting of 
Timothy Whites and Taylors, Ltd., was held 
in. London on the 29th ultimo, Mr. Louis 
Nicholas, J.P, F.C.A., the chairman, 
presiding. : 

The following is an extract from his state- 
ment circulated with the report and accounts: 

_The profits of the company - includin 
dividends from its subsidiary companies and 
other income for the year ending December 
28, 1946, show a satisfactory increase. The 
profits of the subsidiaries also show encourag- 
ing increases. Interim dividends amounting 
to 32} per cent., less tax, have been paid as 
against 30 per cent for last year. 

The total sales of the group were greater 
than in any previous year of its history, but 
wages, salaries and other expenses show con- 
siderable increases. Bearing in mind the 
various restrictions upon building work, 
reasonable progress has been made in restor- 
mg the properties damaged by enemy action 
and in dealing with the repairs to the other 
properties belonging to the group deferred 
owing to the war. 

The directors are continuing their policy of 
reducing the charge against the company in 
respect of interest on its debenture stocks and 
during the current year the £1,000,000 4% 
Debenture Stock has been i.deemed and 
replaced by an equivalent amount bearing 
interest at 3} per cent. This conversion, 
which was completed on May 1, 1947, will 
effect a1 appreciable saving in interest. The 
properties of the company have been recently 
re-valued and this valuation shows a very 
considerable appreciation over the figures 
contained in the balance sheet. 

Owing to shortage of labour.and materials 
and the severe winter, work on the Aldershot 
warehouse has been somewhat delayed but it 
is hoped that it will be completed and thar 
the company will be operating from these 
buildings by che end of 1947. Application 
has been made for the necessary licences and 
permits to erect the remainder of the pro- 
posed buildings but considerable delay msy 
arise before these licences are obtained and 
the work can be put in hand. It is difficult to 
estimate the cost of these additional build- 
ings, but based on present-day prices your 
directors are advised that the cost should not 
exceed a further £320,000, making the total 
cost for the whole scheme £600,000. 

Up to the present it has not been possibic 
to extend the buildings at Leeds, but it is 
hoped that » substantial portion of the 
additional space required will be provided 
during next year. increase in the stock- 
in-trade held by the company reflects the 
larger quantity of merchandise now becoming 
available. 

PHE CURREM! YEAR 

As for the current year, despite the fuel 
crisis, sales. up to the preseni, 3¢ain show 
satisfactory expansion and, although in 
certain directions costs have continued to rise, 
profits for. the current year, subject to no 
unforeseen circumstances, should at least be 
comparable with those for the year. under 
review. Up to now there is little sign of 
diminution in consumer demand, but vour 
directors realise that a sellers’ market cannot 
continue indefinitely. y are preparing for 
this change, which one day musi occur, by 
endeavouring to expand and improve. the 
business of the group, 

Your directors hope that all their share- 
holders are also customers and that they and 
their families will patronise their loca! branch, 
I can assure them that if they do they, in 
common with all our customers, will receive 
every attention, while the price and quajity 
of the goods will compare favourably with 
those elsewhere. 

The report was adopted and at a subse- 
quent extraordinary general) meeting a 
resolution was passed giving the dircetors 
power to appoint jinior directors. 
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MINING TRUST, LIMITED 


IMPROVED POSITION AND 
OUTLOOK 


The cighteenth annual general meeting 
of Mining Trust, Limited, was held, on the 
25th ultumo, at Winchester House, London, 


oe 


The Rt. Hon. The Earl Castle Stewart, 
M.C., J.P., chairman of the company, pre- 
sided. 


The fotlow ng is an extract from the state- 
ment of the chairman which was circulated 
with the report and accounts for the year 
ended December 31, 1947:— 


The unsecured advance of £75,162 is a 
long outstanding loan to Mount Isa Mines 
and this, together with accrued interest to 
May 24, 1946, amounting to £70,725, has now 
been repaid The Mining Trust has applied 
the total of £145,887 thus received to the 
purchase of 145,887 shares of £A.1 in Mount 
Isa M.nes, Limited, at the price of 25s. Aus- 
tralian per share. 

Cash at bankers at December 31, 1946, 
amounted to £822,700. This large increase 
in cash resources is mainly due to the sale of 
£330,000 3 per cent. Savings Bonds. 


The profit of £219,883 for the year has 
been applied to the reduction of the debit 
balance on income and expenditure account, 
which now stands at £272,289. 


MOUNT ISA MINES, LIMITED 


The net profit for the year ended June 30, 
1946, amounted to £A.149,410 after debiting 
gross profit with £A.194,434 for interest on 
debentures and loans, and £A.133,796 to 
cover depreciation on buildings, plant and 
machinery. Net profit for the year thus ex- 
ceeded that for the previous period by 
£A4.23,174. 

Ore Reserves—The reserves of developed 
and prospective lead-zinc ore were increased 
slightly to 7,312,294 tons containing an 
average of 7.7 oz. of silver, 8.6 per cent. lead 
and 8.5 per cent. zinc. Copper ore reserves 
were estimated at 2,922,700 tons containing 
3.98 per cent. of copper. 


The new issue of shares recently made by 
Mount Isa Mines, Limited, has been fully 
subscribed and the cap‘tal is therefore now 
available for the construction of all the plant 
necessary for the production of blister copper. 


If the prices of lead, silver and zinc con- 
centrates should continue to hold at approxi- 
mately their present level, tac mine should 
continue to earn profits at not less than the 
present satisfactory rate. 


FUTURE POLICY 


In the chairman’s statement last year it 
was suggested that if Mount Isa were earning 
profits at such a rate as to warrant a distribu- 
tion for its financial year ending June 30, 
1947, it might then be both practicable and 
desirable that there should be a reconstruc- 
tion of the capital of the Mining Trust. At 
that time it was not possible to foresee that 
the revenue of the Mining Trust for the year 
ending December 31, 1946, would be such 
as to reduce the debit balance from £492,172 
to £272,289. It is now anticipated that the 
income for the year ending ber 31, 
1947, will be sufficient not only to discharge 
the whole of the remaining debit balance at 
profit and loss, but to leave the company 
with approximately £186,000 surplus balance 
at profit and loss before providing for income- 
tax and profits tax. 


This review of the prospects for 1947 
will, I think,. make it clear to shareholders 
that it will mow be unnecessary to recon- 
struct the capital of the Mining Trust. 


The report and accounts were adopted. 


GOLD COAST SELECTION 
TRUST, LIMITED 


TAXATION POSITION 


The seventeenth ordinary general meine 
of Gold Coast Selection Trust, Ltd., was he 
on the 29th ultimo at River Plate House, 
London, E.C. 


Sir Joseph Ball, K.B.E., chairman of the 
company, presided. 


The following is an extract from the Chair- 
man’s statement, circulated with the report and 
accounts for the year ended 30th September, 
1946 :— 

The total profit amounted to £254,470, and 
of this the profit on the realisation of some of 
our investment holdings amounted to ap- 
proximately £170,690. Dividends and interest 
received amounted to £92,047, of which 
£81,491 was received in dividends on our 
holdings in Ariston Gold Mines (1929) Ltd., 
and Gold Coast Main Reef, Ltd. We received 
by way of accumulated interest on loans (since 
paid off) £11,518, and after providing £117,241 
for taxation on the year’s profits and rther 
£187,500 in respect of dividend distributions 
aggregating 25 per cent., free of tax, there 
remains, atter deduction of directors’ additional 
remuneration, a credit balance to be carried 
forward on profit and loss account of £494,115. 


APPEAL TO THE HOUSE OF LORDS 


This figure is, however, subject to the 
assessments for taxation in respect of the 
years 1934-38, which came before the Court 
of Appeal in November of last year. I regret 
to inform you that the Trust’s appeal was 
dismissed by that Court, but the matter is one 
of such importance, both to this and to other 
mining houses similarly situated, that we have 
asked for, and have been granted, leave to take 
the case to the House of Lords, and we 
anticipate that it will be heard in the autumn 
of this year. 

Should the final Court of Appeal decide in 
favour of the Inland Revenue it will be 
necessary for the company to make provision 
for the additional taxation liability of approxi- 
mately £200,000. If, however, the final 
decision should be in our favour, the payments 
already made will be refunded to the company. 


THE INVESTMENTS 


The book figures of investments show an 
increase of £229,922 over those of last year. 
This increase is due in the main to additional 
shares which we acquired when the new issue 
of shares was made to members by Amalga- 
mated Banket Areas, Ltd., although we also 
accepted shares in Nanwa Gold Mines, Ltd., 
in satisfaction of loans, aggregating approxi- 
mately £40,000, which we had made to that 
company. Since the close of the year under 
review further shares have been acquired in 
Gold Coast Main Reef, Ltd., as the result of 
the mew issue made by that company. At 
middle Stock Exchange prices on 30th June, 
1947, the value of our quoted investments 
exceeded £3,374,000. 


The acquisition of the additional shares, 
together with the payments which the com- 
pany has had to make in respect of the income- 
tax assessments which are still the subject of 
dispute, have temporarily depleted our liquid 
resources, and the question of paying an 
interim dividend on account of the current 
year has therefore been deferred until later in 
the year. 

Apart altogether from the disputed assess- 
ments, which, in our view, represent a new 
Ramet wn which ie inlnend cevewas outhneisios 

to levy on mining companies registered in 
the United Kingdom, the ing mining 
companies from which the Trust derives its 
revenue are also, in our opinion, subject to 
unduly taxation of a discriminatory 
nature. 


The report and accounts were adopted. 


THE ECONOMIST, August 2, 1947 


SPURLING MOTOR BODIES; 
LIMITED 


ANOTHER SUCCESSFUL YEAR 


of Spurling Motor Bodies, 
at Hendon, on the 21st ultimo. 


Mr W. F. Spurling, chairman and m: 
director, said that it was with great sati 
that he was able to report that thanks to soung 
planning, which had enabled them to 
their opportunities, they had come , 
another year successfully. That was ce 
from the accounts, which disclosed a splendig 
and encouraging result, with a turnover of 
more than {1,750,000 and a net Profit of 
£215,000. It was particularly gratifying % 
achieve that during a year which had 
had more than its full share of setbacks, © 


The root strength of the company’s tum. 
over came from the products of Vauxhall 
Motors. They formed the basis of practically 
the whole of the business of the parent 
company and of Spurling Motors (Chiswick), 
Limited, and arose from the supply of Vaux. 
hail cars and Bedford trucks, the maintenange 
and servicing of those vehicles, bodybuild 
and the stocking and distribution of spare 
and replacement parts. 


The tenth annual ordinary general i 
Limited, was hall 


o 
RAW MATERIAL SHORTAGE 


In the bodybuilding department they had 
found the going very heavy during the past 
year, principally on account of the acute 
shortages of essential materials. They had 
had to cope with an increasing volume of 
orders and no improvement in the rw 
material position, resulting in rising costs, 
the inevitable outcome when demand was 
greater than supply. In common with others, 
they were still having to combat the inertia 
which had overtaken workers when war work 
ceased. They were endeavouring by general 
improvement in conditions not only to save 
the extra cost of the five-day week, but also 
to ensure that all hours they worked should 
yield at a higher level, thus obtaining a greater 
measure of all-round efficiency. 


He was glad to be able to report that they 
had more understanding and co-operation ia 
their shops to-day than they had had last 
year, and it was pleasing to mark that fact 
because it made them recognise that they were 
moving the right way, even if their progress 
was slow. Their Bodyshop order books were 
well filled and that department would be 
taxed to capacity for a long time. 


SERVICE AND SALES DEPARTMENTS 


Their service departments, covering Hendon, 
Aldermaston Street, Rushton Street, Mintern 
Street, Kensworth and Chiswick, including 
their Vauxhall and Bedford spare pars 
distribution, had given them great satisfaction. 
They stood on their own feet, paid their own 
overheads and made a really substantial 
contribution by way of turnover and 
The obtaining of spare parts had been @ 
constant nightmare, Their sales departments 
had ecli all previous high records and 
their order books were a continual source of 
embarrassment. 


The volume of orders on hand and the 
enthusiasm of their customers cor 
them that in the Bedford and Vauxhall group 
of vehicles they had the best value that 
could buy. Last r had been a su 
one. In spite of difficulties he could still-be 
optimistic and had sound reason for saying 

t the current year would be a good one. 


The report and accounts were adopted 
and the proposed divi of 25 per cent, 

the year 
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JHE ECONOMIST, August 2, 1947 


EXPERT TOOL & CASE 
HARDENING COMPANY, 
LIMITED 


ORDER BOOKS FULL 


The annual general meeting of Expert 
Tool & Case Hardening Company, Limited, 
was held in London on. 2ist_ ultimo. 
Mr A. H. Redtern, the chairman, who 

, said: — 

| explained to you at the last meeting 

that our parent company, Owing to the 

_over from war to peace, had suffered 
a considerable fall in turnover. I am pleased 
to be able to tell you tat the position is 
now gradually improving and I have no 
hesitauon in saying that. it normal con- 
ditions in the engineering industry existed 
today, our output would tar exceed what it 
has ever been. 

Your subsidiary company — Waddells 
(Stratford Steel Equipment) Limited, has 
probably been hit harder than any of our 
companies owing to our quota of steel 
being restricted and our s held at the 
end of last year being considerably 
less now than then. We have also experienced 
labour. difficulties, over which we have no 
control, but I can tell you that our order 
book is full and that our output on the out- 
standing orders could be increased very con- 
siderably if given adequate material and 
labour. 


WORLD-WIDE MARKET 


Herbert Hunt & Sons, Limited—this 
company, producing specialised machinery, 
is sending its goods all over the world. 

Metal Frames, Limited—your Directors, 
visualising the demand for the products of 
this company when war conditions ceased, 
bought, during 1945, a minority interest in 
a similar business—Framestyles of Notting- 
ham. You will see that this interest was 
represented in the 1945 consolidated balance 
sheet as an investment of £7,575. During 
1946, your company acquired the balance of 
the shares, giving them 100 per cent. control. 
In the 1946 accounts this investment has 
been included in the item “Interest in 
Subsidiary Companies” which appears at 
£194,635 as compared with £173,644 last 
year. This company has greatly increased 
our production and 1 believe that the articles 
manufactured at these factories are equal to 
— that the world can produce. 

spite of Government restrictions and 
labour difficulties our executive directors, 
managers and staff, by their far-sightedness 
and hard work have produced a greater net 
profit than last year. 

It is difficult for me to forecast for next 
year. I can only tell you that the orders 
are there in each company, which should 
greatly increase production, but I cannot 
foresee what restrictions are going to be 
imposed by the various Ministries. 


RESERVES 
_ As you are aware, a great deal of our profit 
i$ put to reserves, which I am sure every 
shareholder is in agreement* with, and, from 
a survey of the first six months of this year, 
I cannot see that our dividend is jeopardised, 
but the final allocation to reserve will be 
t upon the conditions ruling during 
the latter part of the year. 

As you know, the issued ordinary capital 
your company is £80,000 and you will 
see that our net profit for the year is 
£70,949 as compared with £68,872 for the 
Previous year and your directors recommend 
a final dividend of 25 per cent. making 40 per 
cent, for the year, on the ordinary shares, 
Same as last year. After transferring 
£6,500 to the general reserve against £3,500 
and bringing in the balance of £7,676 at the 
g of the year, there remains a 
of £10,654 on the profit loss 
account to be carried forward, which I am 

Sure you will agree is very gratifying. 
‘ report and accounts were unanimously 


BELCHAM GROUP, LIMITED 
WORLD-WIDE ACTIVITIES 


The nineteenth ordinary general meeting 
of Beecham Group, Limited, was held in 
London on the 30th ultimo, Sir J. Stanley 
Holmes, M.P. (chairman and managing 
director), presiding. 

The following is an extract from his circu- 
lated speech: — 

The trading profits and sundry revenue 
for the year ended March 31, 1947, earned 
by the companies and branches of the 
Beecham Group, operating in nearly every 
part of the world, amounted to £2,682,216, 
compared with {2,786,705 in the previous 
year. The setback was largely accounted for 
by the loss of profits on home trade directly 
attributable to the fuel crisis in the early part 
of the year. The profit on export and over- 
seas trade, which is included in the above 
figures, was £644,745, compared = with 
£543,580 for the previous year. 

The home saies of the company’s sub- 
sidiary companies showed an increase of 8.33 
per cent. over those of the previous year. 
The basis of the business has been con- 
tinually broadened. The sales of pharmaceu- 
tical products, which comprise 32 per cent. 
of the company’s turnover, were more than 
maintained, while the sales of toilets and 
foodstuffs showed a gratifying expansion. 

The net amount available for dividend on 
the deferred shares and for reserve, after 
paying all charges, including preference 
dividends and taxation, was £504,409, as 
against £386,326 in 1946. The directors have 
already paid interim dividends of 36 per cent. 
and recommend a final dividend of 4 per 
cent. 

For the first two months of this financial 
year our results show a substantial increase. 

The rr and accounts were unanimously 





TRUSTEES CORPORATION, 
LIMITED 


STRONG POSITION 


The annual general meeting of the Trustees 
Corporation, Limited, was held on the 30th 
uluumo in London. 

Mr Harold G. Brown (the chairman) said 
that this year the valuation of our invest- 
ments showed a. further. large appreciation. 
Superficially satisfactory as that might 


appear, it must be considered along with the 


underlying realities of the present situation in 
this country and the basic features of British 
commerce and industry. The total gross 
revenue amounted to £278,996, compared 
with £247,424 for the previous year. Charg- 
ing £110,634 for taxation and also interest, 
less tax, on the debenture stock and expense 
of management, they were left with a credit 
balance of £110,108, an increase of £20,493. 

They had transferred £10,000 to building 
reserve, increasing it to £90,000. Having 
in mind the progressive expansion in the 
revenue from investments since 1941, on 
the one hand, and the uncertainty as to the 
prospects of maintaining such revenue on the 
other, they had thought it wise to allocate 
a further £12,500 to dividends equalisation 
account, thereby making a total of £70,000. 
That would be available for the purpose of 
stabilising future dividends on the ordinary 
stock at, they hoped, not less than 10 per 
cent. per annum. They now recommended 
the payment on the ordinary stock of a final 
dividend of 5 per cent. and a bonus of 2 per 
cent., both less income tax, making a total 
of 12 per cent. for the year to May 31, 
1947. 

The general position of the corporation 
was one of strength and a fitting tribute to 
the wisdom and restraint exercised by their 


predecessors. 
The report was adopted. 
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ASSAM. RAILWAYS AND 
TRADING COMPANY, LIMITED 

DIVIDEND OF FIVE PER CENT. 

The sixty-sixth ordinary general meeting 
of the Assam Railways and Trading Com- 
pany, Limited, was held, in London, on the 
28th ultimo. 

Mr E. A. A. Joseph, the chairman, said 
that stockholders would have anticipated from 
what he said last year a substantial decrease 
in the general trading profit with, of course, 
some compensatory reduction of taxation. 
The drop of £25,000 shown in the accounts 
was illusory because the figures of the two 
years were not really compafable. They 
would notice in the net revenue account a 
writeback of £35,000 over-provided for taxa- 
tion in former years and now no longer 
required, Dividends on the “A” Stock had 
been paid and the directors had decided to 
recommend the payment of 5 per cent. on 
the “B” Stock, 

The coal -preduction ‘was suffering from 
the lack of an adequate provision of wagons, 
of which there was constant complaint. That 
had its effect, though not at all in the same 

» On their tea-chest and brick trade. 
In many ways life in India got more and 
more difficult. Employers of labour shoul- 
dered responsibility which in Britain would 
fall elsewhere. 

He had hide to tell them of the progress 
of the new method of mining being tried at 
Tipongpani, for so far they had not yet re- 
ceived the full equipment of machinery which 
had been ordered. Meanwhile costs con- 
tunued to rise and to the political uncertain- 
ties which occupied the attention of India 
to the increasing detriment of sound ad- 
ministration must be added.a not incon- 
siderable measure of labour unrest and agita- 
tion. 

The report was adopted. 


FORESTAL LAND, TIMBER 
AND RAILWAYS COMPANY, 
LIMITED 
INCREASED STRENGTH 


The forty-first ordinary general meeting of 
the. Forestal Land, Timber and. Railways 
Company, Limited, was held in London on 
the 23rd ultimo. 

Mr Louis H. Kiek (vice-chairman), who 
presided, said that he thought it would be 
agreed that the balance-sheet showed a 
satisfactory position. ‘The financial strength 
of the company, as illustrated by a com- 
parison of the surplus of liquid assets after 
deducting all liabilities with those of the 
previous year, had increased from £1,753,000 
to £2,220,000, an increase of 26 per cent. 
The dividend equalisation reserve had been 
increased by £100,000. When the uncertain- 
ties of the situation in all parts of the world 
were borne in mind, they would, he thought, 
be over-optimistic were they to expect the 
company’s revenue te be as buoyant in the 
near future as it Lad been in the recent 


st. 
PeThe profit for the year 1946 of £853,519, 
together with the amount brought in, gave 
an available total of £1,044,212. After pay- 
ing two interim ordinary dividends totalling 
12 per cent., £214,255 remained to be carried 
forward. 

The past year had not been altogether 
an easy one for the Argentine Company 
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WELWYN GARDEN CITY 
LIMITED © 
ECONOMIC POSITION OF THE TOWN 


SIR THEODORE G. CHAMBERS’ 
REVIEW 


The twenty-seventh ordinary _ general 
meeting of Welwyn Garden City, Limited, 
was held on Wednesday, the 23rd ultimo, at 
the Holborn Restaurant, 218 High Holborn, 
London, W.C.1. Sir Theodore G. Chambers, 
K.BE., F.S.1., chairman of the company, who 
presided, said :— 


One new item in the profit and loss 
account merits a word of explanation, namely, 
the deficit on accommodation provided for 
building operatives. Faced with the urgent 
need to recruit our building force the com- 
pany tock over a number of buts previously 
occupied by the National Fire Service and 
converted them into temporary accommoda- 
tion for building operatives who were 
attracted to work in the town but for whom 
no housing accommodation could be found. 
This camp has accommodation for over 100 
men. 


Later an old mansion owned by the com- 
pany, known as Digswell Conference House, 
was converted to similar purposes to house 
an additional 80-90 men. It was, of course, 
realised that in the early stages these hotels 
would not pay for themselves, but it was 
expected that when they were both fully 
occupied there would be little or no deficit. 


SHORTAGE OF MATERIALS 


Having established the Fire Service Camp 
on a reasonable footing progress was being 
made towards achieving the same result in 
the case of the Digswell Conference House, 
when the whole housing programme of the 
town. suffered a severe set-back as a result of 
the shortages of materials. Apart from the 
three housing schemes now in hand, all of 
which will be finished before the end of this 
year, we had hoped to be able to start on 
46 flats for cur Housing Association, and at 
least two new schemes for the local authority, 
involving about 410 houses in all. This full 
programme, which would call for maximum 
energy and output from all those concerned, 
has suddenly been cut down by the Ministry 
of Health to 90 new houses fer the local 


authority only, and even this contract Is 
unlikely to be started before the autumn. In 
consequence, the rate at which new houses 
will be completed in the town will fall by 
the end of the year from a steady four a 
week to none at all until some time in the late 
spring of 1948. 


We have therefore had to abandon our 
plans to increase our building labour force 
to the modest 500 operatives which we had 
set before ourselves as a goal and the present 
use of Digswell Conference House as a hotel 
for operatives is perforce being given up. 


SIZE OF THE TOWN 


It is, however, not only in the sphere of 
house-building that we have had to fight the 
sense of disappointment. 


For 27 years we have set our minds on the 
production of a satisfactory, self-sufficient 
town of 50,000 people, and detailed plans 
have been steadily prepared for attainment of 
this objective. As time went on and the land 
requirements for urban development steadily 
increased, we acquired additional land and 
revised our plans accordingly. As recently as 
last year we purchased a further 664 acres of 
land to the north and east of the main estate 
which for several years had been planned in 
our minds as part of the total urban area for 
the final town. 


A year ago I informed shareholders that we 
were becoming increasingly anxious at the 
prolonged delays in securing general agree- 
ment to our broad plans for the ultimate 
town and I expressed the hope that a helpful 
decision would be reached by all parties in 
a few weeks. Unfortunately discussions and 
committees multiplied until finally the matter 
came before the Minister of Town and 
Country Planning himself, who, at the be- 
ginning of this year, made the request that 
the final size of the town should be limited 
to only 36,500 inhabitants. 


LAND AVAILABLE FOR COMPLETION 


The land to complete the town is available 
and the local authority and the company 
have between them the full organisation to 
carry it to completion with the minimum of 
delay. In other words, Welwyn Garden City 
is already a going concern which has left the 
difficult initial stages of development suc- 
cessfully behind it. We can therefore make a 
much greater practical contribution in the 
mext three or four years to the policy of 
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metropolitan decentralisation within th, 
London area than seems likely in the case ¢ 
any of the next towns now being promote 
for this purpose. 


It is in consequence somewhat di for 
us to understand why there should appear 
be so many formidable obstacles in our 9 
at a time when we are striving to recapture 
the enthusiasm and energy of earlier ' 
of the town’s history during which the spirit 
of real enterprise was so noteworthy, 


Having regard to our main objectives 
building Welwyn Garden City one wan 
have thought that it was mnpounnc tO BO too 
fast, subject merely to the limitations of | 
community’s capacity to absorb new pop 
tion. I feel very strongly that it reveal 
wisdom and statesmanship on the part of 
those in authority if every encouragemen 
and assistance could be afforded us to reach 
our goal in the shortest possible time. 





RICHARD THOMAS AND 
BALDWINS, LIMITED 
ANNUAL GENERAL MEETING 


The ninety-eighth ordinary general meet- 
ing of Richard Thomas and Baldwin, 
Limited was held on the 30th ulti at 
Grosvenor House, Park Lane, London, W. 


Mr E. H. Lever (chairman and joint man- 
aging director) presided, 

The chairman moved the adoption of the 
report and accounts and the payment ofa 
final dividend of 10 per cent., less tax, on the 
ordinary shares, making 15 per cent. for the 
year. 


Mr Jj. E. James “re Chairman) 
seconded the resolution, a after the chair- 
man had replied to questions, it was cartied 
unanimously. 


The retiring directors (Col. Sir W. Charles 
Wright, Bt. Mr C. G. Gilbertson and Mr 
Cyril Watts) were re-elected; and the 
auditors (Messrs. Peat, Marwick, Mitchell 
and Co.) were re-appointed, and the meeting 
terminated with a cordial vote of thanks to 
the chairman and directors. 


At a subsequent extraordinary general 
meeting a resolution was passed converting 
the enn preference and ordinary shares inte 
stock. 





DOMINION OF CANADA 


24 PER CENT INSCRIBED STOCK, 1947. 

For the purpose of preparing the Interest Warrants for the final 
payment, due October 1, 1947, on the above-mentioned Loan, the 
of September 1, i947. 
Agents of the Government 


HARPER, Manager. 


BALANCES will be STRUCK on the rT 
For the BANK OF MONTREAL, Financia 
of the Dominion of Canada, in London. 


« D. 
47, Threadneedle Street, E.C.2, August 1, 1947. 


require Woman 


| C AND J. CLARK, LTD., Shoe Manufacturers, Street, Somerset, 
} Je Secretary for the Chairman of the Company. 
Previous experience of similar work is essential. 
to those who like living in the country. 
given on application.—Full particulars of age, education and experience 
should be given on application, which should be marked ‘‘ Personal” 
and addressed to the Personnel Officer. 


This post will appeal 
Further information will be 


ne — ee 


LD-ESTABLISHED progressive manufacturing company in Northern 
England, owing retirement seniors, 


offers career to young man 


NUNDYDROOG MINES LIMITED 


At a meeting of the Board of the Company held on 24th July, 1947, 
the undermentioned dividend was declared, subject to audit: — 

First and Final for the year ended 31st December, 1946. of 9d. (nine- 
pence} per share (7 per cent.}, free of Income Tax at 9s, in the £, pay- 
able on the 9th September, 1947, to the shareholders on the Looks of 
the company at the close of business on the 24th July, 1947. 

The Profit on Revenue Account (provisional), including £162,905 refund 
of Gold Duty, was £82,375, (Comparative figure for 1945, £61,447.) 

By Order of the Board, 
Cc, H,. D. GARLAND, Secretary. 

2, White Lion Court, Cornhill, London, E.C.3. 

25th July, 1947. 


BLEACHERS’ ASSOCIATION LIMITED 


NOTICE IS HEREBY GIVEN that the Transfer Books for Ordinary 
Stock will be closed from the Ist August to the 14th August, 1947, both 
days inclusive. The Dividend at the rate of 3 per cent. for the year (less 
Income Tax) will be paid on the 15th August, 1947. 

By Order of the Board, 


, H, JOHNSON, F-.C.LS., 3 
Blackfriars House, Parsonage, Manchester, 3 my Georwiory 





a a etenniee 





ee 





‘A NACANCY exists tor a trained economist in the economic advisory 

epartmen ternational com with world-wide interests, 

ook seston should sess first-class niediinle qualificatio 

had previous ex ence in a similar capacity. Age 30/35. 

Froese Fund and Pension Fund ~~, Write Box ZX.935, 
Advertising, 36, Leadenhall Street, 


Xd, 


24/30 years wanting to reach governing position by hard work. Would 
have to start work 7.30 a.m. and learn manufacturing as well as com- 
mercial side. First-class character and education, intelligence, enter- 
prise coupled with balanced judgment, all essential. Apply own 
handwriting, stating briefly all facts considered relevant.—-Box 508. 


pepe cane ees 


N important vacancy for a General Sales Manager exists in a large 
+4 and well-established company engaged in the manufacture of 
primary and of fabricated materials used in the flelds of insulation and 
of plastics. Many other applications are under development. The pro- 
duct sells mainly in technical applications, and therefore a high standard 
of technical education, such as a University Degree in Science, or the 
equivalent of the Higher National Certificate in Engineering, or similar 
qualification, is very desirable. ' 

The General Sales Manager will be responsible for leading the sales 
effort of the company. A man between the ages of 35 and 45 is pre- 
ferred. Applicants must show thorough and successful experience ip 
general sales organisation. 

The post covers heavy responsibilities and the work will be arduous. 

The post is progressive and carries a substantial initial salary, sub 
to obligatory Superannuation scheme. Residence near the headqua 
of the company at St. Helens, Lancashire, will be essential. 

A rigorous selection will be made, and those with inadequate qualifies- 
tions are asked not to apply. 


Address applications. with an ‘outline of career, to M.D., c/o Fibre- 
glass, Ltd., St. Helens, Lancashire. 


rc 











pig tine iit i 


L®VE® BROTHERS AND UNILEVER, LTD., have a vacancy for am 
experienced Translator (woman) with knowledge of 


a eyeing — 


good 
writing. Fluent French and Spanish essential.—Apply by letter to 
Department, Unilever House, Blackfriars, London EC4 
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GOVERNMENT RETURNS 
For the week ended July 26, 1947, total 
ordinary revenue was 157,099,510, against 
ordinary expenditure of £52,324,328 and 
issues to sinking funds £60,000. Thus, 
including sinking fund allocations of 
£3,531,384, the surplus accrued since April 
jst is 4280.538,906, against a deficit of 
£280,832. 917 for the corresponding period 


a year ago. 


ORDINARY AND SELF-BALANCING 
REVENUE AND EXPENDITURE 


Receipts into the 
| j Exchequer 
{ i (¢ thousand) 


} i 


Esti- April | April | ' 
Revenue 3907-48 1 Week! Week 
to | to ‘ended | ended 
July | July | July July 
27, 26, °°! 27, 26, 
1945 1947 | 1946 | 1947 
ORDINARY } | } | 
REVENU! i 
Income Tax ..... 107 269,711 252,584) 17,760) 17,594 
Sur-tax ... 80, 15,140 14,88) "420, 500 
Estate, etc., Duties 155,000; 47 5970, 55,863) 2,640) 3,180 
Senge. e 57, 000) 10,620; 13,270 2,040) 1,100 
N. 3 1 202,000 10,099 7,760 810 750 
E.P.T r 101,131; 65,748 5a nner 
Other Inland Rev.' 1,000! 133) 95) 


Total Inland Rev. 1568000 452, 804 408, 200 27, 600. 25, 424 


Customs .. +. 73,960 178, 833 243, 12 5 8, 006 10, 048 
Excise 645, 040, 115, 246 165, 86.3 25, a6) 46, 763 
Total Customs & 

Excise ... 1380000 354, 079 406, 988 31, 852 26, $11 
Motor Dutie 50,000 6, 783 1, 215 440 Fes 
Surpius WarStores 95,000; 14,446) 63,829 60, 3,822 
Surplus Receipts | i j i 

from Trading... 55,000! ... | 25,000; 

Post Office (Net 

Receipts seas 650 : 650 
Wireless Licences 11,000; 1,130 2,140 ... ans 
Crown Lands 1,000; 390 410 «©6200; + 3=200 
Receipts from } ; i 

Sundry Loans...) 22,000) 4,885) 12,382) 


Miscell. Receipts. 230,000,604) 185,620 33) “42 
Total Ord. Rev... 3451000 840,651 1081783 60, 825 57, 100 


SeF-BaLancine 
Post Office 144,230 38,400) 42,380 2.450 3,100 
Income Tax on 


E.P.T. Refunds 49,000) 76,266) °6,736'- 5,123; 300 
Total... 5644230; 955,517/1130899, 68,388, 60,500 
Issues out of the Exchequer 


| to meet payments 
(¢ thousand) 
| i : 


| Esti- se f : ' 
Expenditure mate, April’) ~* Week ! Week 
1947-48 to | to (ended) ended 
July | July | July | july 
ST, - | 726, toa, 26, 
1946 | 1947 | 1946 | 1947 
ORDINARY Peer i 
Exrenprrure | | j j 
Int. & Man, of 
Nat. Debt... . .| $25, 000 124,616) 132, 484 3,114) 2,648 
Payments to N. 
Ireland... ... 23,000 4,875 6,675) 2,216 896 
Other Cons. Fund; i j 
Servires ...... 8,000 3,221 3,140 2) 
Total ..... _. ..| 56,000 132,712) 142,299) 5,332 3,544 


Supply Services . . 2625567, 985,390 655,414 51,457 48,780 


Total Ord. Exp.. | S181367; Muisi02 199,72 ns, 56, = 62, 324 


pate Batanc ING | | 

P.O. & Brdeasting! 144230 | 38,400 42,300 2.480 3,100 
Income Tax on 

E.P.T. Refunds, 49,000, 76, 266. 6,136) 5, 113 300 


Total... ... 3374597 1232768, 846,829 64 352, 95,724 


ei tno 


After increasing Exc hequer balances by {£410,743 to 
£2,975,328. the other rations for the week increased 
gross National Debt by £4,774,329 to £25,452 million. 


NET RECEIPTS (£ thousand) 
Overseas Trade Guarantees Act, 1939, Sec. 4....... 127 


NET ISSUES (¢ thousand 

P.O. and Telegraph . 
CORE Ca Seas 366 
Trade Guarantees Act, 1939, Sec. 4)... 13 

Local Authorities Loanss Act, 1945, Sec. 31) .... 3,750 
Cai Damage : War Damage Commnssion .......,- 1, 
Contingencies F Bae Sotehel esc a aay 
Mmanee Act, 1946, Sec. 26 (7), Post-war Credits... 


Statistical Summary 


CHANGES IN DEBT (£ thousand) 


_. Nev Receters 
National Savings... 


2$% Defence Bds... 1,806 


j Net RerayMents 
Treasury Bills ...... 9,827 
3° Defence Bonds. *2,505 





Tax Reserve Certs,. 884 3% Term. Annuities 1,594 
Other Debt :— Other Debt :— 
External ....... 73,717 Internal ......+>+ 61 
Ways & Means Ad- 
ee 57,945 
76,707 | 71,932 


* Including £1,881,000 paid off on maturity. 


FLOATING DEBT 


Treasury 
Bulls 


Date : 


| Tender | Tap 


~ 1946 


July 27 | 1940-0) 2434- 


1947 


Apr. 19 | 2185-0! 2708- 
| 2692- 
2661: 
2629- 
| 2627- 
2620- 
| 2603- 
| 2584- 
| 2592- 
” 91 | 2180-0} 2614- 
"28 | 2180-0) 2537- 
July 5 | 2180-0! 2584- 
, 12 | 2180-0 | 2541 

” 19 | 2180-0! 2505- 


»» 26 | 2190- 
May 3 2190- 
 10-| 2190- 
» 17 | 2190- 
” 94 | 2190- 
of a | 2180- 
June 7 | 2180- 
»» 24 | 2180- 


cCoooscesco 


«94 | 2180- 0 | 2493: 4| 


i 


tt gong 


» bat Os Be et hs bet bt Ot 


_{é million) 


| Public | of | Banks | 





Wavs and 
Means 
Advances oie Total 
areas - Float- 
i =. posits | ing 
| Bank ee Debt 


| 


7) wd | a: 15-5 1479: | 6235-6 








TREASURY BILLS 


Amount 


eee Or 
Tender ge 
Offered *P. 
lor 

1946 i 

July 26 | 150-0 | 270- 
1947} 

Apr. 25 | 160-0 | 291- 

May 2 | 160-0 | 308: 
» 9 | 170-0 | 296- 
» 16.| 170-0 | 281- 
» 23} 160-0 | 284- 
» 001 170-0 | 282 

June 6 | 170-0 | 290- 
» 1S} 170-0 | 277: 
» 20 | 170-0 | 282 
4, 27 | 170-0 288: 

July 4 170-0 | 292- 
» 21 | 170-0 | 299. 
» 18 | 170-0 | 294- 
» 25 | 160-0 | 292- 


SNOHSONVGTUMNMWOm® 


6 


plied 


| 


24 |. 40 


583-8 | 1463-5} 6941-0 
519-9 1463-5) 6865-5 
507-9 | 1463-5) 6822-9 
401-3 | 1463-5) 6684-1 
348-0 | 5-25 1463-5) 6633-8 
327-5 | 1463-5) 6601-1 
337:5 | 1-5 | 1463-5) 6585-8 
5341/5) 5-5 | 1463-5) 6575-4 
347-1 | 10-25) 1453-5) 6582-9 
341-9 | 10-0 | 1443-5/ 6589-8 
369-9} ... | 1442-0) 6529-2 
356-7 | 6-25, 1368-5) 6496-4 
3786 | 1358-5! 6486-0 
| 328-9 | 1408-5| 6420-5 
2720-9 | ees 6352-8 
} 
(£ million) 
| —— i cane 
} fate i . 
innentes| of ARot- rss 
Allotted! ment | Min. 
Rate 
| 150-0 { 10 32-40:| 42 
' 
160-0 | 10 2-72 27 
160-0 | 10 0-84 32 
170-0} 10 1-38 44 
170-0} 10 1-62 | 49 
160-0 10 1-45 43 
170-0} 10 1-66 | 49 
170-0} 10 1-49 | 45 
170-0} 10 161.) 49 
170-0} 10 1:65 49 
170-0} 10 1-43 46 
170-0; 10 1-51 } 46 
170-0} 10 1-09 | 40 
170-0} 10 1:39 | 44 
160-0 1 1 


“On July 25th applications for bills to be paid on Monday, 


Tuesday, Wednesday, 


as to about 40 per cent. 


Thursday and Friday were accepted 


of the amount applied for at 


£99 17s. 5d. and applications at higher prices were accepted 
in full. Applications for bills to be paid on Saturday at 
£99 17s. 6d. and above were accepted in full. £160 million 
(maximum) of Treasury Bills are being offered for Aug. Ist. 
For the week ended Aug. 2nd the Banks will not be asked 


for Treasury deposits. 


NATIONAL SAVINGS 
eS thousand) 


ta | hohe” 
} Week E Ended Mar. 31to 


| July 20, | July 19, | July 19, 
| 1947 











Le 1196 | 1987 |" 1947 

Savings Certificates -— i 
Revetehs. ss o0cssada cds | 2,300 | 2,800 | 86,100 
Repayments ........++4+ | 3,050 | 2,800 | 45,050 

erence | ements | wan 

Net SavingS........0s+8- ‘Dr. 7. jas j 41,050 

Defence Bonds :— | 
Receigts. ....2.cescasves 2,080 1,798 , 29,475 
Repayments .........+ oe 199 ‘927 | il, 36 
Net Savings.......--.+2+ | 1,882 | "968 | 18,159 

P.O. and Trustee Savings | 

Banks :—~ 

Receipts. . ccc cvcsiovets 12,505 | 13,675 | 200,282 
Repayments .......-+-+- 14,055 | 15,425 | | 207, 924 
Net SavingS......+++++ ; ‘Dri, 550 \Dr1,750 | (De? baa 
Total Net Savings......-.. Dr, 419 \Dr. 432 | 51,567. 
icseeut on aeneeeian i} 488 | 504 9,102 


Interest accrued on savings | 
__ remaining invested . Pres 2133+ 2,25 ) } 31,635, 


BANK OF ENGLAND 
RETURNS 


JULY 30, 1947 













ISSUE DEPARTMENT 


Notes Issued : é f 
In Cireln 1419,324, 935 | Govt. Debt, 11,015,100 
In Bankg. De- | Other Go Nt. 
partment... 30,922,898 | Securities ... 1438,251,768 
Other Secs.. 724,496 
| Coin other - 
than Goki. ; . 86% 
Amt, of. Fid.——__——_..__.. 
Oe 1450,000,000 
Gold Coin and 
Bullion {at 
172s. 3d. per 
oz. fine)... .. 247,833 
1450,247,833 1450,247,833 


BANKING DEPARTMENT 








t £ 
Capital .:.., «14,553,000 | Govt. Secs.... 336,065,662 N 
ny 3,761,269 | Other Sees. :, . : 
Public Deps.*. 11,337,184 | Discounts and 
—_—_—__— Advances... 28,552,258 
Other Deps. : Seourifies.... 28,5085, 318 
Bankers..... 301,789,415 _ veneontin 
Other Accts... 95,052,862 57, 057, 576 
_ Notes, .....+5 3,922,898 
596,842,277 
ee ae 2,447 595 
426,493,730 426, 493, 730 


* Including Exchequer, Savings Banks, Commissioners 
of National Debt and Dividend Accounts. 





COMPARATIVE ANALYSIS 


(£ million) 





| 1946 | 1947 
| Jaly July | | July Tuly 
3I 23 | 
j + ; j 
Issue Dept. : | ' } 
Notes in circulation ...... 1386: 911405: 5}1408-3/1419-3 
Notes in banking depart- | i 
mente, . ci dee « «4000008 i 13- 4) 44-7) 42° 0} 0-9 
Government debt and | 
securities? ..6eees bane 1599- 2 1449-2 2 1449-3:1449-3 
Other securities... ...... | @8) 0-7 0-7 0-7 
CONE va Sh c+ ee i 0-2 6-2) 0-2) 0-2 
Valued at $s, per fime ox. | 172/3) 172/3 172/38 172/83 
Banking Dept. : i 
Deposits : i i | 
PubMC. . onsensesesences 7-1) 9-5 . 8-9 3 
Bankers’ .....cscceeeees | 2387) 303-9 295-5) 301-8 
CARATS. chee cane bas tae 54°4 93-8 95-3) 95-1 
SOOM sc cceaeses eeeeres 300-2) 407+2) 399-7) 408-2 
Securities : i 
Government. ..... evtes | 262-8 339-0; 3317) 336-0 
Discounts, €tC..s.ceces-- | 15:8) 21-4) 24-3) 28-6 
CRE kia ends s dese + 25-2) 18-2) 17-7) 285 
FOURS ts soos meh oheuae ; 303-7) 378-5, 3735-7) 3935-1 
Banking dept. res.......... i 14:7) 46:8) 44. 2 33-4 
1% 1%] & 
“ Proportion ”............ 49 1s 11-0) &1 


* Government debt is £11,105,100, capital £14, 553, 000. 
Fiduciary issue raised from 1,400 million . to él, 450 
million on December 10, 1946. 


GOLD AND SILVER 


The Bank of Bagiaad’s, Official buying price for gold 
remained at 172s. per fine ounce throughout the week, 
Market prices* were as follows :— 


Sirver Gop 





' 

i 

’ | | i 

London |New York) Bombay Bombay 
i 

t 




















iper ounce'per ounce-per 100 tolas| per tola 
Se a a ie’ | an 
July 24.. 37 61 17k 4 | 106 0 
en ae 37 61 172. «6 106 «(0 
» 26.. | Markets! 172 (0 109 8 
o. meee 37 61 195 2 to 12 
ee * 37 61 177 «Of; «MO Mt 
ORY 3 61 177. «8 109 14 a 
* Spot cash. f Unofficial price. 





THE HONGKONG AND SHANGHAI 
BANKING CORPORATION 


Ulncorporated in the Colony of Bangkang.) 
CAPITAL ISSUED AND FULLY re uA, - - - $20,000,000 

































RESERVE FUNDS STERLING - - - - £6,000,000 
RESERVE LIABILITY OF MEMBERS - . - $20,000,000 
Head Office : HONGKONG. 

Chief Manager: Toe Howevesene Me. A. Moxse, C.B.R. 
BRANCHES 
Arne Cajanibo *Kob Nanking *Sourabaya 
, *trairets Kowloon New York Sungei Patani 
Foouckow Kuaia Belait Peiping Svatow 
t Haiphong Kuats Lumpar Penang Taweu 
Bertani _ *Hamburs Labuan Rangoon Telwk Anson 
Catoutts Hankow London Sawon (Perak) 
Careron High- *Harbia Ls oa Sandakan Tientsin 
lands (M ‘ Livile Malacca Ran Francisco *Tokio 
Canton Tye va Mantle Shanghai ‘Tsingtao 
*Chefoo Jomelion Maar (Johore Singapure *VYokohama 
t Johor: Mukdea 
* Branches not yet re-opened. 


Lendon Office: 9, GRACECHURCH STREET, E.C.3. 


HONG KE ps 4 oe ANGHAI BAe (TRUSTRE) LIMITED 
%, Gracechnrch Strest, F ompany incorporate im We naland. and an affiliate of 
Fhe Heongkeng ard Shae sai Banki ine ~~ is prepared to act as Executor and 


i @erevel cases True Compan e 


t welien, are established 
in Hongkong and Aingapore 


» afliliated to the Corp 


Fell particulars may be had on application 


Lloyds Bank 


1077 





EXECUTOR AND TRUSTEE 
DEPARTMENT 


Why impose upon relations and friends the 
onerous duty of acting as your Executors and 
Trustees when Lloyds Bank can offer you the 
services of their expert organization for dealing 
with your estate at a moderate cost ? 

Before making your Will or creating a Trust, why 
not obtain full particulars »of such services from 
one of the Offices of the Executor and Trustee 
Department or from any Branch of the Bank? 


HEAD OFFICE: 7I LOMBARD STREET, LONDON, E.C.3 





GRESHAM LIFE 


ASSURANCE SOCIETY LTD 
Established 1848 


Head Office : Aldwych House, Aldwych, London, W.C.2 
Enquire, stating age, for particulars 





REFUGE ASSURANCE COMPANY LTD. 
Chiet Office: OXFORD STREET, MANCHESTER, | 


ANNUAL INCOME EXCEEDS £16,300,009 
ASSETS EXCEED .« £97 000,00) 
CLAIMS PAID EXCEED ¢ 184,000,000 


11946 Accounts) 





J ECRETARY-TYPIST for editor of economic journal wanted imme- 


b diately. Applicants, preferably not over $0,-must be intelligent, 
well-educated and experienced in secretarial and typing work. Salary 
according to ability.—Box 505. 


} OLIDAYS * Join party of professional and university people not 
‘ overorganised.’”.. Special terms ex-service, Switzerland, Scandi- 
navia. House parties Cornwall, Deyon, Bire and Scottish Music Festival. 
July-October. Wintersports, Erna Low, 9, Reece Mews, London, S.W.7. 
Kensington 0911. , 


ee M GOING TO LONDON. ‘Where'll I be staying ? I don’t know, 
but you'll be able to contact me through FINDERS, LTD. Gerrard 


one. Personal telephone Details from Dept. 21, FINDERS, 
L D., 77, 


service.”" 
_ Dean Street, London, W.1. 


OTHER NOTICES APPEAR ON PAGE 222° 


‘Primed in Great Britain by Ori Cuements Press, Lx. Portugal St. Kingsway, Latides W.C2 Published weekly by THe Economist Newsparen, LrD., . 
R. S. Farley, 111 Broadway, New York, 6.—Saturday, August 2, 1947. 


at Brettenham House, Lancaster Place, Strand, Lendon, W. C. 2. 








U.S. Repre sentative : 








AGGREGATE ASSET> 
at 3ist March, 1946 
585 






Established over 80 years 


ON EW. ZEALAN D 


tacorporated with limited liability on New Zeal 


Represenied at over 240 points 

in New Zeaiand and at Melbourne, 

Victoria; Sydney, New South Wales. 
Suva, Fiji; Apia, Samoa 


Head Office: WELLINGTON, N.Z. 







London Office - 
1, Queen Vicvoria St., C4 =P. L. Porter. General Manager 
O M. Samuel, Manager 





Trade with Canada’ 


We welcome enquiries regarding 
facilities for Commerce and Banking 


Monthi, Canadian Commercial Letter Available On Request 


THE CANADIAN BANK 
OF COMMERCE 


(Incorporated in Canada in 1867 with Limited Liability) 


2, LOMBARD STREET, LONDON, E.C.3} 
HEAD OFFICE: TORONTO, CANADA] 
OVER 500 BRANCHES ACROSS CANADA} 


Head Office: Branches throughout 


EDINBURGH SCOTLAND 
€STO. 1625 
LONDON OFFICES: 37, Nicholas Lane, E.C.4; and 
18/20, Regent Street, Piccadilly Circus, S.W.1. . 
Every description of Banking Service undertaken. 


DEN NORSKE CREDITBANK 


tstabtishes 16> 


Capital 
Paid-up and 
Reserves 
Kr. 
37,000,009. 


Tl gy] NORWAY 
Larvik, Lillesand, Mandal, Porsgrunn, Risor 
Solor (Flisa), Tonsberg. : 


Every Description of Banking Business transacted 
Correspondence invited 
Creditbank ' 


Lranches: Arendal, 


ielegraphic Address . telephone ; “42.4820 Oslo’ 


Ariat naps lntae — 













. in, GS sae 





